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CHAPTER I  
I .  INTRODUCTION
S in c e  1957 t h e  l e v e l  o f  f a r e s  o f f e r e d  b y  t h e  d om estic  t r u n k  
a i r l i n e s  has  i n c r e a s e d  s e v e r a l  t im e s .  D uring  t h i s  p e r io d  t h e s e  
a i r l i n e s  have changed t h e i r  b a s i c  f a r e  s t r u c t u r e ,  c o n s i s t i n g  o f  f i r s t  
c l a s s  and co a c h ,  by th e  i n t r o d u c t i o n  o f  s e v e r a l  f a r e  d i s c o u n t s  and 
t h e  a d d i t i o n  o f  new c l a s s e s  o f  s e r v i c e .  To a c e r t a i n  e x t e n t  t h e s e  
changes  have o f f s e t  t h e  f a r e  l e v e l  i n c r e a s e s .
I n  t h i s  p a p e r  t h e  m ajor f a r e  d i s c o u n t s  and new c l a s s e s  o f  
s e r v i c e  used d u r in g  t h e  p e r io d  1957-196L a r e  examined t o  d e te rm in e  
t h e i r  e f f e c t s  w i th  r e g a rd  t o  rev e n u e  d i v e r s i o n ,  t r a f f i c  i n c r e a s e s ,  
lo n g  te rm  v e r s u s  s h o r t  te rm  e f f e c t s ,  and i n t r a - i n d u s t r y  p r i c e  
c o m p e t i t io n .
A i r l i n e  p r i c i n g  i s  r e g u l a t e d  by th e  f e d e r a l  governm ent and , t o  
a  c e r t a i n  e x t e n t ,  i s  a l s o  in f lu e n c e d  by g e n e r a l  economic c o n d i t i o n s .  
Because o f  t h e  im p o r ta n c e  o f  t h e s e  two f a c t o r s  to  t h i s  s tu d y ,  th e  
f o l l o w in g  re v ie w  o f  each  i s  p r e s e n t e d ,  p r i o r  to  an e x p la n a t io n  o f  th e  
f a r e  d i s c o u n t s  and new c l a s s e s  o f  s e r v i c e  exam ined,
I I .  GOVERNMENT REGULATION OF THE AIRLINES
C i v i l  A e r o n a u t ic s  Act o f  1938 . The t ru n k  a i r l i n e s  o f  t h e  
U n ited  S t a t e s  a r e  r e g u l a t e d  by t h e  governm ent u nder  p r o v i s io n s  o f  th e  
C i v i l  A e ro n a u t ic s  Act o f  1938, and s u b se q u e n t  changes  and a d d i t i o n s  
t o  t h e  A c t ,  T h is  Act p r o v id e s  p u b l i c  u t i l i t y  t y p e  c o n t r o l  o v e r  t h e
- 1-
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a i r  t r a n s p o r t  i n d u s t r y .  As t h i s  c o n t r o l  e x te n d s  t o  p r i c i n g ,  i t  i s
n e c e s s a r y  t o  p r e s e n t  a b r i e f  re v ie w  o f  t h e  r e g u l a t o r y  env ironm en t under
w h ich  th e  a i r l i n e s  must p r e p a re  and p r e s e n t  t h e i r  t a r i f f s .  Economic
r e g u l a t i o n s  o f  t h e  Act a r e  a d m in is te r e d  by a f i v e  man C i v i l  A e ro n a u t ic s
B oard . T i t l e  I  o f  t h e  Act s e t s  f o r t h  a g e n e r a l  d e c l a r a t i o n  o f  p o l i c y
d e s ig n e d  t o  g u id e  t h e  Board i n  d e te r m in a t io n s  o f  p u b l i c  i n t e r e s t  o r
o f  p u b l i c  co n v en ien ce  and n e c e s s i t y .  As t h i s  s e c t i o n  o f  th e  Act c o n ta in s
i n t e r - r e l a t e d  p a r t s  i t  i s  p r e s e n te d  i n  f u l l ;
I n  t h e  e x e r c i s e  and pe rfo rm an ce  o f  i t s  powers and d u t i e s  u nder  
t h i s  A c t ,  t h e  Board s h a l l  c o n s id e r  t h e  f o l lo w in g ,  among o th e r  
t h i n g s ,  a s  b e in g  i n  t h e  p u b l i c  i n t e r e s t ,  and i n  acco rd an ce  
w i th  p u b l i c  co n v en ien ce  and n e c e s s i t y :
(a )  The encouragem ent and developm ent o f  an  a i r - t r a n s p o r t a t i o n  
sy s tem  p r o p e r l y  adap ted  t o  th e  p r e s e n t  and f u t u r e  n eed s  o f  the  
f o r e i g n  and d o m e s t ic  commerce o f  t h e  U nited  S t a t e s ,  o f  th e  
P o s t a l  S e r v ic e ,  and o f  th e  n a t i o n a l  d e fe n se ;
(b) The r e g u l a t i o n  o f  a i r  t r a n s p o r t a t i o n  i n  such manner a s  to  
re c o g n iz e  and p r e s e r v e  th e  i n h e r e n t  ad v a n ta g e s  o f ,  a s s u r e  th e  
h i g h e s t  d e g re e  o f  s a f e t y  i n ,  and f o s t e r  sound econom ic con­
d i t i o n s  i n ,  such  t r a n s p o r t a t i o n  and t o  improve th e  r e l a t i o n s  
b e tw een ,  and c o o r d in a te  t r a n s p o r t a t i o n  by, a i r  c a r r i e r s ;
(c )  The p ro m o tio n  o f  a d e q u a te ,  eco n o m ic a l ,  and e f f i c i e n t  
s e r v i c e  by a i r  c a r r i e r s  a t  r e a s o n a b le  c h a r g e s ,  w i th o u t  u n j u s t  
d i s c r i m i n a t i o n s ,  undue p r e f e r e n c e s  o r  a d v a n ta g e s ,  o r  u n f a i r  
o r  d e s t r u c t i v e  c o m p e t i t iv e  p r a c t i c e s ;
(d) C o m p e ti t io n  t o  th e  e x t e n t  n e c e s s a r y  t o  a s su re  t h e  sound 
developm ent o f  an a i r - t r a n s p o r t â t io n  system  p r o p e r ly  adapted  
t o  t h e  needs  o f  t h e  f o r e i g n  and d o m e s t ic  commerce o f  th e  
U n ited  S t a t e s ,  o f  t h e  P o s t a l  S e r v i c e ,  and t h e  n a t i o n a l  d e f e n s e ;
(e )  The p ro m o tio n  o f  s a f e t y  i n  a i r  commerce; and
( f )  The p ro m o t io n ,  encouragem en t,  and developm ent o f  C i v i l  
A e r o n a u t i c s .
^72 S t a t u t e  7 W , h9 U n ited  S t a t e s  C i v i l  A e ro n a u t ic s  Act 1302, 
19^8 E d i t i o n ,  p p .  830L-63091
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P ro c e d u re s  R eg a rd in g  A i r l i n e  P r i c i n g . I n  g e n e r a l ,  t h e  a i r l i n e s  
a r e  r e q u i r e d  b y  th e  r e g u l a t i o n s  o f  t h e  C i v i l  A e ro n a u t ic s  Act t o  p u b l i s h  
t a r i f f s  ( r a t e s )  and a b id e  by such  r a t e s .  P roposed  changes  i n  r a t e s  
a r e  s u b j e c t  t o  s u sp e n s io n  by th e  CAB, i f  t h e y  a r e  deemed t o  be u n ju s t  
o r  u n r e a s o n a b le ,  o r  u n j u s t l y  d i s c r i m i n a t o r y  o r  u n d u ly  p r e f e r e n t i a l .
I n  such  c a s e s  t h e  Board may d e te rm in e  and p r e s c r i b e  th e  la w fu l  r a t e  
( o r  th e  maximum o r  minimum, o r  b o t h . )  The CAB i s  a l s o  empowered t o  
change a n  e x i s t i n g  t a r i f f ,  when i n  i t s  o p in io n  th e  t a r i f f  i s  u n j u s t  o r  
u n r e a s o n a b le ,  o r  u n j u s t l y  d i s c r i m i n a t o r y ,  o r  undu ly  p r e f e r e n t i a l . ^  
F a c to r s  t h e  Board t a k e s  i n t o  c o n s i d e r a t i o n  when e v a l u a t i n g  an a i r l i n e  
t a r i f f  a r e :  e f f e c t  on t r a f f i c ,  p u b l i c  n eed ,  q u a l i t y  o f  s e r v i c e ,  th e  
i n h e r e n t  a d v a n ta g e s  o f  a i r  t r a n s p o r t a t i o n ,  and c a r r i e r  rev en u e  
r e q u i r e m e n t s .
Role o f  CAB. The C i v i l  A e ro n a u t ic s  Act o f  1938 p r o v id e s  th e  
r e g u l a t o r y  b a s i s  upon w hich  th e  CAB i s  a u th o r iz e d  t o  c o n t r o l  a i r l i n e  
p r i c i n g .  The Board i s  empowered t o  p e r fo rm  p r i m a r i l y  an o v e r s e e in g  
f u n c t i o n  i n  t h e  r a t e  and f a r e  f i e l d ,  w h i le  t h e  p r im a ry  i n i t i a t i v e  f o r  
p r i c e  p o l i c y  r e s t s  w i th  t h e  c a r r i e r s .
I n  p r a c t i c e ,  t h e  CAB has  b e e n  m ain ly  concerned  w i th  t h r e e  p o s s i b l e  
r e s u l t s  o f  a i r l i n e  p r i c i n g .  These a r e  e x c e s s iv e  c o m p e t i t io n ,  e x c e s s iv e  
d i s c r i m i n a t i o n ,  and e x c e s s iv e  p r o f i t s .  The Board has on o c c a s io n  
r e f u s e d  t o  p e r m i t  s p e c i f i c  a i r l i n e  f a r e s  t h a t  i t  b e l i e v e d  would r e s u l t
^72 S t a t u t e  769, U nited  S t a t e s  C i v i l  A e ro n a u t ic s  Act lh 8 2 ,  
1958 E d i t i o n ,  p .  8336, '  ~
3lbid.
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i n  any  o f  t h e s e  e x c e sse s»  I t  has  p e r m i t t e d  t h e  a i r l i n e s  t o  p u b l i s h  
v a r io u s  f a r e  d i s c o u n t s  and new f a r e s  when i t  was o f  t h e  o p in io n  such  
d i s c o u n t s  and f a r e s  would prom ote a i r  t r a v e l  w i th o u t  c a u s in g  undue 
c o m p e t i t io n ,  d i s c r i m i n a t i o n ,  o r  p r o f i t »
111. ECONOMIC BACKGROUND
P r ic e  I n c r e a s e s . S in ce  195>7, t h e r e  has been  a g e n e r a l  r i s e  
i n  th e  p r i c e s  o f  goods and s e r v i c e s  w i t h i n  t h e  U n ited  S t a t e s . The
i;
consumer p r i c e  in d e x  h as  r i s e n  from  9 8 .0  i n  1957 t o  106 .7  i n  1963. 
A i r l i n e  p r i c e s  have n o t  b een  an  e x c e p t io n  t o  t h i s  t r e n d . D uring  t h i s  
p e r io d  th e  CAB has  b een  u n d er  p r e s s u r e  by th e  a i r l i n e s  s e v e r a l  t im e s  
t o  p e rm it  h ig h e r  f a r e  l e v e l s .  As a  r e s u l t ,  th e  CAB has p e r m i t te d  f a r e  
l e v e l s  t o  be i n c r e a s e d  f i v e  t im e s .  The d a t e s  and e x t e n t  o f  t h e s e  
i n c r e a s e s  a r e  a s  fo l lo w s  :
F e b ru a ry  10 , 1958. Dom estic p a s s e n g e r  a i r  f a r e s  were 
i n c r e a s e d  a b o u t  6 .6  p e r  c e n t .  The a c t u a l  i n c r e a s e  was a 
f l a t  U p e r  c e n t  p lu s  $ 1 ,0 0  p e r  t i c k e t .  F or s e v e r a l  y e a r s  
p r i o r  to  t h i s  i n c r e a s e ,  t h e  CAB had fo l lo w e d  a h o l d - t h e -  
l i n e  p a s s e n g e r  f a r e  p o l i c y  f o r  t h e  u n s u b s id iz e d  t ru n k  
c a r r i e r s ,
O ctober  20 , 1958. T h is  was t h e  second f a r e  i n c r e a s e  o f  
1958, The GAB a c c e p te d  f i l i n g s  by t h e  dom estic  t r u n k  
c a r r i e r s  t o  e l i m i n a t e  o r  r e d u c e  c e r t a i n  f a r e  d i s c o u n t s ,  which 
r e s u l t e d  i n  an  a d d i t i o n a l  r i s e  o f  a p p ro x im a te ly  3 .5  p e r  c e n t  
i n  f a r e  l e v e l s .  D is c o u n ts  on ro u n d ,  c i r c l e ,  and open jaw 
t r i p s  were e l i m i n a t e d .
J u l y  1 ,  i 960 , g e n e r a l  p a s s e n g e r  f a r e  i n c r e a s e .  An 
i n c r e a s e  i n  p a s s e n g e r  f a r e s  o f  2 ,5  p e r  c e n t  p lu s  $1 ,00  
p e r  t i c k e t ,  o r  a b o u t  a  5 p e r  c e n t  i n c r e a s e ,  was approved 
by  t h e  CAB. In  a p p ro v in g  t h e  i n c r e a s e ,  t h e  Board e x p re sse d
^Survey  o f  C u r re n t  B u s in e s s , S t a t i s t i c a l  S upplem ent, (U.S. 
D epartm en t o f  Commerce, W ash ing ton , D .C . ,  1 9 6 3 ) ,  p .  3 8 .
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t h e  b e l i e f  t h a t  t h e  r e s u l t i n g  i n c r e a s e  i n  re v e n u e s  would 
p e r m i t  t h e  d o m e s t ic  t r u n k  c a r r i e r s  t o  a c h ie v e  a r e a s o n a b le  
r e t u r n  on in v e s tm e n t  o v e r  a  r e a s o n a b ly  ex ten d ed  p e r io d  i n  
t h e  f u t u r e .
Sep tem ber 2 9 , I9 6 0 .  Long d i s t a n c e  d o m e s tic  j e t  f a r e  
i n c r e a s e .  The CAB approved  i n c r e a s e s  r a n g in g  from  7 .5  to  
more t h a n  17 p e r  c e n t  i n  d o m e s t ic  coach  f a r e s  on lo n g ­
d i s t a n c e  j e t  f l i g h t s .  A m erican , U n ite d ,  T ran s  W orld, 
N o r th w e s t ,  and C o n t in e n t a l  p ro p o sed  th e s e  f a r e  i n c r e a s e s  
i n  an  a t t e m p t  t o  check th e  d i v e r s i o n  from  f i r s t - c l a s s  to  
coach  t h a t  had been  a d e v e lo p in g  t r e n d  on m ix e d -c la s s  j e t  
f l i g h t s .  These i n c r e a s e s  r a i s e d  j e t  coach f a r e s  t o  75 
p e r  c e n t  o f  t h e  f i r s t - c l a s s  j e t  f a r e  l e v e l .  These i n c r e a s e s  
were p u t  i n t o  e f f e c t  betw een O c t.  1 and O ct. 7 , I960 .
F e b ru a ry  1 ,  1962. Dom estic F a re s  i n c r e a s e d  3 p e r  c e n t .  
To improve c a r r i e r  e a r n i n g s ,  t h e  ÔAB p e r m i t te d  a tem p o ra ry  
3 p e r  c e n t  d o m e s t ic  p a s s e n g e r  f a r e  i n c r e a s e ,  a o p l i c a b l e  t o  
t r u n k  and l o c a l  c a r r i e r s ,  t o  be e f f e c t i v e  from  Feb . 1 
th ro u g h  J u l y  31 , 1962. (On Aug. 1 ,  1962, t h i s  3 p e r  c e n t  
i n c r e a s e  i n  d o m e s t ic  f a r e s  was p e r m i t te d  to  be co n tin u ed  
i n d e f i n i t e l y .
A i r l i n e  Economic P ro b lem s . D uring  t h i s  p e r io d  o f  g e n e r a l l y
r i s i n g  p r i c e s ,  t h e  a i r l i n e s  e x p e r ie n c e d  two economic p rob lem s p e c u l i a r
t o  t h e i r  i n d u s t r y .  One was a  sudden i n c r e a s e  i n  o p e r a t in g  c o s t s ,
cau sed  by th e  h ig h  c o s t  o f  p u rc h a s in g  and o p e r a t in g  j e t  p l a n e s .  These
p la n e s  were dev e lo p ed  by t h e  U nited  S t a t e s  government f o r  m i l i t a r y
p u r p o s e s ,  and w ere  a d ap ted  by t h e  a i r l i n e s  t o  d o m estic  p a s se n g e r  
6
s e r v i c e .
The o t h e r  econom ic p rob lem  p e c u l i a r  to  t h e i r  i n d u s t r y  fa c e d  
by  th e  a i r l i n e s  was t h a t  o f  e x c e s s  c a p a c i t y ,  o r  to o  many s e a t s  
o f f e r e d  f o r  s a l e .  T h is  was i n  p a r t  a r e s u l t  o f  an  unexpec ted  d e c re a s e
^Handbook o f  A i r l i n e  S t a t i s t i c s , 1963 S t a t i s t i c a l  Supp lem ent, 
( C i v i l  A e ro n a u t ic s  Board, W ash ing ton , B .C . ,  1963), p p .  LSG-li&O.
^ F a c t s  and F i g u r e s , Tw enty-T hird  E d i t i o n ,  (A ir  T ra n s p o r t  
A s s o c i a t i o n ,  W ash ing ton , D .C . ,  1 9 6 2 .)  p .  l 6 .
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i n  t h e  grow th p a t t e r n  o f  t h e  a i r l i n e  m a rk e t .  W hile t r a f f i c  had 
i n c r e a s e d  a t  t h e  r a t e  o f  12 t o  15 p e r  c e n t  a n n u a l ly  i n  t h e  e a r l y  
1 9 5 0 *s ,  i t  had an  a v e ra g e  i n c r e a s e  o f  o n ly  p e r  c e n t  y e a r l y  
be tw een  1957 and I 96I .  T h is  was d u r in g  th e  same p e r io d  t h a t  t h e  
l a r g e r  and f a s t e r  j e t  p la n e s  w ere  in t ro d u c e d  by t h e  a i r l i n e s .  These 
two f a c t o r s  combined t o  c au se  a  d i s p a r i t y  betw een th e  number o f  s e a t s  
p ro v id e d  and t h e  number o f p a s s e n g e r s  u s in g  t h e  s e a t s .
D uring  most o f  t h i s  p e r io d  th e  t r u n k  a i r l i n e s  a s  a group 
e x p e r ie n c e d  a low p r o f i t  l e v e l  a s  compared to  o t h e r  i n d u s t r i e s .  They 
o p e r a te d  s i x  c o n s e c u t iv e  y e a r s  w i th  e a r n in g s  w e l l  below th e  r e q u i r e d  
l e v e l  a s  d e te rm in e d  by th e  CAB, and i n  I 96I  th e y  re c o rd e d  a l o s s  o f  
$3 1 , 780, 0 0 3 .^  I n  an  e f f o r t  t o  improve t h e i r  p r o f i t  l e v e l s ,  t h e  
a i r l i n e s  ex p e r im en ted  w i th  a  number o f  f a r e  d i s c o u n t s  and new c l a s s e s  
o f  s e r v i c e .  The n a tu r e  and r e s u l t s  o f  th e  most im p o r ta n t  o f  th e s e  
f a r e  e x p e r im e n ts  a r e  examined i n  t h i s  s tu d y .
7P a u l  W, C h e r in g to n ,  "The D om estic  M arket f o r  A ir  T ra n s p o r ta t io n ^ ' 
F l i g h t  Forum, (C o n n e c t ic u t  G e n e ra l  L i f e  In su ra n c e  C o .,  H a r t fo r d ,  Conn., 
J u l y  1 9 6 2 ) ,  p .  1 .
^ F a c ts  and F ig u r e s ,  l o c . c i t .
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CHAPTER I I
FARE DISCOUNTS AND FARE STRUCTURE CHANGES USED BY 
THE DOMESTIC TRUNK LINES 19^7-1961
E x p la n a t io n s  o f  t h e  m ajo r  f a r e  d i s c o u n t s  and new c l a s s e s  o f  
s e r v i c e  used by th e  t r u n k  a i r l i n e s  d u r in g  t h i s  p e r io d  a r e  p r e s e n te d  
i n  t h i s  c h a p t e r .  The r e a s o n s  f o r  t h e i r  i n t r o d u c t i o n  by th e  a i r l i n e s  
a r e  a l s o  g iv e n .
I .  FARE DISCOUNTS
F am ily  P la n  F a r e . The f a m i ly - p l a n  f a r e  o r i g i n a l l y  p ro v id e d  
t h a t  on Monday, T uesday , o r  Wednesday a  f u l l  f a r e  p a s s e n g e r  cou ld  
t a k e  w i th  him members o f  h i s  f a m i ly  a t  h a l f  t h e  f i r s t  c l a s s  f a r e .
Thus a man co u ld  t a k e  h i s  w ife  and t h r e e  te e n a g e  c h i l d r e n  f o r  an  
a d d i t i o n a l  two f u l l  f a r e s ,  o r  a  t o t a l  o f  t h r e e  f u l l  f a r e s  f o r  t h e  t r i p  
a s  a g a i n s t  f i v e  f a r e s  w hich would n o rm a lly  be r e q u i r e d .  A m o th e r ,  
a c t i n g  a s  head o f  th e  f a m i l y ,  cou ld  ta k e  h e r  te e n a g e  c h i l d r e n  f o r  h a l f  
f a r e ,  p a y in g  f u l l  f a r e  f o r  h e r s e l f .  No f u r t h e r  r e d u c t i o n  was g iv e n  t o  
c h i l d r e n  u n d e r  tw e lv e ,  because  th e y  co u ld  t r a v e l  a t  h a l f  f a r e  i n  any 
c a s e  any  day o f  t h e  week. T h is  f a r e  p e r m i t te d  th e  f u l l  f a r e  member to  
r e t u r n  o r  c o n t in u e  h i s  t r i p  on any day  o f t h e  week, b u t  t h e  f a m i ly  
members t r a v e l i n g  a t  h a l f  f a r e  w ere l i m i t e d  t o  a  r e t u r n  t r i p  on Monday, 
T uesday , o r  W ednesday. No a d d i t i o n a l  r o u n d - t r i p  d i s c o u n t  was g iv en  
f o r  t h e  r e t u r n  t r i p  f a m i ly  p l a n  t i c k e t s ,  a l th o u g h  t h e  r e g u l a r  ro u n d -
-7-
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t r i p  d i s c o u n t  d id  a p p ly  t o  th e  f u l l  f a r e  t i c k e t . ^
There  w ere  two p r im a ry  r e a s o n s  f o r  t h e  i n t r o d u c t i o n  o f  th e
f a m i l y - p l a n  f a r e .  F i r s t ,  i t  was th o u g h t  t h e  s u b s t a n t i a l  p r i c e
r e d u c t i o n  m igh t in d u c e  a  v a c a t io n in g  f a m i ly  group t o  f l y  i n s t e a d  o f
t r a v e l i n g  by  b u s ,  t r a i n , o r  c a r ,  o r  p e rh a p s  s t a y in g  home. A b u s in e s s
man t r a v e l i n g  on  an  expense  a c c o u n t  m ight t a k e  h i s  w i f e ,  c h i l d r e n ,  o r
b o th  w i t h  him. I n  e i t h e r  case  new p a s s e n g e r s  would be g a in ed  by  th e  
2
a i r l i n e s .
The second r e a s o n  f o r  t h e  f a m i ly  f a r e  was t o  b u i ld  lo a d  f a c t o r s  
d u r in g  t h e  s l a c k  days  o f  t h e  week, w hich  were Monday, Tuesday, and 
Wednesday, and th u s  smooth t h e  d a i l y  f l u c t u a t i o n s  c h a r a c t e r i s t i c  o f  a i r  
t r a f f i c . ^
The f a m i l y - p l a n  f a r e  has b een  used c o n t in u o u s ly  by th e  t r u n k  
l i n e  c a r r i e r s  s in c e  i t s  i n c e p t i o n .  I t  i s  t h e  o n ly  f a r e  d i s c o u n t  t h a t  
h as  b een  i n  use  d u r in g  t h e  e n t i r e  p e r i o d ,  1957-1961:. However, s e v e r a l  
s i g n i f i c a n t  changes have been made i n  t h e  r u l e s  a f f e c t i n g  t h i s  f a r e .
I n  O c to b e r ,  1955, t h e  e f f e c t i v e  days  f o r  use  were changed from  Monday 
th ro u g h  Wednesday t o  Monday noon th ro u g h  T hursday . T his  was because  
Monday had dev e lo p ed  i n t o  a  r e l a t i v e l y  h ig h  t r a f f i c  d ay .  On 
O c tober  20 , 1958, t h e  amount o f  t h e  d i s c o u n t  f o r  f a m ily  members was 
d e c re a s e d  from  50 p e r  c e n t  o f  f i r s t  c l a s s  t o  33 l / 3  p e r  c e n t  o f  f i r s t
^ P a u l  W, C h e r in g to n ,  A i r l i n e  P r i c e  P o l i c y , (Norwood, M ass .,  
The P l im p to n  P r e s s ,  1 9 5 8 ) ,  p .  312 .
^ I b i d .
^ I b i d .
R eproduced  with perm ission of the copyright owner. Further reproduction prohibited without perm ission.
" 9 " -
c l a s s  f a r e . ^ T h is  was an  a t t e m p t  a t  t h a t  tim e by  t h e  a i r l i n e s  to  
b o l s t e r  l a g g in g  r e v e n u e s .  On J u ly  1 ,  I9 6 0 ,  t h e  l i m i t a t i o n s  on days  
o f  use  w ere changed from  Monday noon t o  T hursday  noon, w i th  S a tu rd a y
5a d d e d ,
On March 2 0 , 1963, t h e  t r u n k  a i r l i n e s  a g a in  changed t h e  d i s ­
co u n t  r a t e  and th e  e f f e c t i v e  days  o f t h e  f a m i ly - p l a n  f a r e .  The 
d i s c o u n t  was i n c r e a s e d  from  33 1 /3  p e r  c e n t  o f  f i r s t  c l a s s  f o r  f a m i ly  
members t o  t h e  o r i g i n a l  $0 p e r  c e n t .  A lso ,  t h e  e f f e c t i v e  days o f t h e  
week w ere  in c r e a s e d  from  Monday noon th ro u g h  Thursday and S a tu rd a y ,  to  
e v e ry  d ay  o f  t h e  week e x c e p t  Sunday ,^  The n e x t  and f i n a l  change t o  
d a te  was i n  J u ly ,  196L. At t h a t  tim e t h e  d i s c o u n t  was changed t o  25 p e r  
c e n t  o f  b o th  f i r s t  and t o u r i s t  c l a s s e s  o f  s e r v i c e ,  and th e  days  t h a t  i t  
cou ld  be used were changed t o  Monday noon th ro u g h  6 A.M. F r id a y .^
Youth F a r e . The y o u th  f a r e  p ro v id e d  a 50 p e r  c e n t  r e d u c t io n  o f  
f i r s t - c l a s s  f a r e s  f o r  p e r s o n s  betw een t h e  ages  o f  tw e lv e  and tw en ty -o n e  
i n c l u s i v e .  R e s t r i c t i o n s  were t h a t  r e s e r v a t i o n s  cou ld  be made no 
e a r l i e r  th a n  t h r e e  h o u rs  b e fo re  f l i g h t  d e p a r t u r e .  O therw ise  y o u th  f a r e  
p a s s e n g e r s  cou ld  b o a rd  a  f l i g h t  o n ly  i n  case  a p a s s e n g e r  h o ld in g  a con­
f irm e d  r e s e r v a t i o n  d id  n o t  use  i t .  On p la n e s  h av ing  b o th  coach  and 
f i r s t - c l a s s  s e c t i o n s ,  h o ld e r s  o f  y o u th  f a r e  t i c k e t s  would be a s s ig n e d  
co ach  s e a t s .  I f  t h e  coach s e c t i o n  was f i l l e d ,  th e y  would be
^Handbook o f  A i r l i n e  S t a t i s t i c s , o p . c i t . ,  p ,  ij.87.
5 l b i d .
^ I b i d .
^ I b i d . p .  ij.88 .
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accom odated i n  t h e  f i r s t - c l a s s  s e c t i o n ,  p r o v id in g  s e a t s  were a v a i l a b l e
i n  t h a t  s e c t i o n .  No j e t  o r  o t h e r  s u rc h a rg e  was a d d ed .^
The a i r l i n e s  viewed th e  y o u th  f a r e  a s  a means o f  i n t r o d u c in g
young p e o p le  t o  a i r  t r a v e l ,  and o f  f i l l i n g  s e a t s  t h a t  would o th e rw is e
go em pty. I t  was hoped th e  $0 p e r  c e n t  r e d u c t i o n  would in d u ce  young
p e o p le  t o  f l y  who would o r d i n a r i l y  use  o t h e r  means o f  t r a n s p o r t a t i o n .
A f t e r  t h e y  had been  a c q u a in te d  w i th  a i r  t r a v e l ,  i t  was th o u g h t  young
p e r s o n s  would be more i n c l i n e d  t o  t r a v e l  by a i r  a g a in .
The r e s t r i c t i o n  l i m i t i n g  y o u th  f a r e  r e s e r v a t i o n s  t o  n o t more th a n
t h r e e  hours  p r i o r  t o  f l i g h t  d e p a r tu r e  t im e would g iv e  f u l l  f a r e  p ay in g
p a s s e n g e r s  ample tim e  t o  make t h e i r  r e s e r v a t i o n s .  Youth f a r e  p a s s e n g e r s
would t h e n  t a k e  s e a t s  t h a t  would o th e rw ise  p ro b a b ly  be unused . This
would r e s u l t  i n  e x t r a  rev en u e  t o  t h e  c a r r i e r s  a t  l i t t l e  e x t r a  c o s t . ^
T r a n s c o n t i n e n t a l  E x c u rs io n  F a r e . T h is  f a r e  p ro v id e d  d i s c o u n t s
o f  a p p ro x im a te ly  30 p e r  c e n t  o f  r e g u l a r  coach  f a r e .  L im i ta t io n s  w ere:
i t  a p p l i e d  t o  r o u n d - t r i p  t r a v e l  o n ly ,  t o  t r a n s c o n t i n e n t a l  coach t r a v e l
o n ly ,  t r a v e l  was r e s t r i c t e d  t o  d e p a r t u r e  betw een  Monday noon and
F r id a y  noon b o th  f o r  g o in g  and r e t u r n ,  and th e  r e t u r n  t r i p  had to  be
made no l e s s  th a n  f o u r t e e n  days and n o t  more th a n  t h i r t y - o n e  days
10a f t e r  t h e  o r i g i n a l  d e p a r t u r e .
The c a r r i e r  o r i g i n a l l y  f i l i n g  t h i s  f a r e ,  TWA, hoped t o  a t t r a c t
8"Am erican A i r l i n e s  Asks CAB P e rm it  t o  Halve F i r s t  C la ss  F are : 
f o r  Youth on T r i a l  B a s i s , "  New York T im es , Aug. 1 , 1961, p .  60 ,
^"CAB Approves TWA, UAL, American R equest  f o r  Lower C oast t o  
C o a s t  E x c u rs io n  F a r e s , "  New York T im es, Aug. 10 , 1961, p .  53.
10I b i d .
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new b u s in e s s  from  t h e  r a n k s  o f  v a c a t i o n i s t s  who would o th e rw is e  d r iv e  
a c r o s s  t h e  c o u n t r y .  The e x c u r s io n  f a r e  would make i t  c h e a p e r  f o r  
t h e s e  p e o p le  t o  f l y  th a n  t o  d r i v e .  I t  was th o u g h t  t h a t  th e  l i m i t a t i o n s  
imposed would p r e v e n t  d i v e r s i o n  from  r e g u l a r  f i r s t - c l a s s  and coach  
s e r v i c e s .  Am erican A i r l i n e s  and U nited  A i r l i n e s  fo llo w ed  w i th  s im i l a r  
f a r e s ,  b u t  f i l e d  f o r  d e f e n s iv e  r e a s o n s .  These c a r r i e r s  b e l ie v e d  
d i v e r s i o n  f ro m  r e g u l a r  s e r v i c e s  would o ccu r  and r e q u e s te d  t h e  CAB t o  
bloote t h e  p l a n . ^ ^  The o n ly  o th e r  t r a n s c o n t i n e n t a l  c a r r i e r ,  N orthw est 
A i r l i n e s ,  d id  n o t  f i l e  t h e s e  f a r e s .
The CAB viewed t h e  e x c u r s io n  f a r e  a s  a  "p ro m is in g  a t te m p t  t o
s t i m u l a t e  a i r  t r a v e l  a t  a t im e  when t r a f f i c  growth had f a l l e n  f a r
1 9beh ind  th e  i n c r e a s e  i n  s e a t i n g  c a p a c i t y  o f f e r e d . C o n seq u en tly  i t  
approved  t h e  f a r e ,  w hich became e f f e c t i v e  August 16, 1961, f o r  T rans 
World A i r l i n e s ,  and A ugust 18, 1961, f o r  Am erican and U nited  A i r l i n e s ,  
w i th  an  e x p i r a t i o n  d a te  o f  December 15 , 1961. The CAB d i r e c t e d  th e  
t h r e e  c a r r i e r s  to  f i l e  m on th ly  p r o g re s s  r e p o r t s  on t h e  e x c u r s io n  
t r a f f i c . ^ ^
M i l i t a r y  S ta n d - by F a r e . M i l i t a r y  s ta n d -b y  f a r e s  e q u a l in g  $0 
p e r  c e n t  o f  j e t  coach  one-way f a r e s  were in t ro d u c e d  by t h e  d o m e s t ic  
t r u n k  l i n e s  d u r in g  March, 1963. The d i s c o u n t  a p p l ie d  to  a l l  members
^^R obert  B e c k v is t ,  " F i l l i n g  t h e  P l a n e s , "  New York Tim es, T r a v e l  
S e c t i o n ,  A ugust 6 ,^ 1 9 6 1 ,  p .  7 .
12I b i d .
13Ib id ,
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o f  t h e  U nited  S t a t e s  m i l i t a r y  f o r c e s  when t r a v e l i n g  on f u r lo u g h ,  l e a v e ,
o r  p a s s .  M i l i t a r y  p e r s o n n e l  had t o  be i n  u n ifo rm  and had to  s u p p o r t
t h e i r  r e q u e s t  f o r  t h e  d i s c o u n t  by f u r n i s h i n g  a copy o f  t h e i r  o r d e r s  o r
p a s s e s .  T r a v e l  would be on a space  a v a i l a b l e  b a s i s ,  and p a s s e n g e r s
c o u ld  be "bumped" a t  i n t e r m e d ia t e  p o i n t s  e n ro u te  t o  accommodate
"1 )
r e g u l a r  f a r e  p a y in g  p a s s e n g e r s  h o ld in g  r e s e r v a t i o n s .
I n  ap p ro v in g  t h e  American A i r l i n e s '  T a r i f f  which o r ig i n a t e d  th e  
f a r e ,  th e  CAB s t a t e d  t h a t  by l i m i t i n g  t h e  a v a i l a b i l i t y  o f  th e  f a r e s  to  
s ta n d - b y  m i l i t a r y  p a s s e n g e r s  i n  u n ifo rm , f l i g h t s  on w hich  load  f a c t o r s  
had b een  low sh o u ld  r e a l i z e  a more b a la n c e d  t r a f f i c  f lo w ,  and th e  
r e s t r i c t i o n s  p la c e d  upon th e  ty p e  o f  p a s s e n g e r s  and th e  c o n d i t io n s  o f  
t r a v e l  sho u ld  m inim ize undue d i v e r s i o n  from normal f a r e  s e r v i c e s .
I I ,  NEW GLASSES OF SERVICE INTRODUCED 
C hicago-Los A ngeles  B u s in e ss - Economy F a r e s . Thes f a r e s  e s t a b ­
l i s h e d  two new c l a s s e s  o f  s e r v i c e ,  one a j e t  " b u s in e s s "  c l a s s ,  and th e  
o t h e r  a j e t  "economy" c l a s s .  They were in t ro d u c e d  by C o n t in e n ta l  A i r ­
l i n e s  i n  t h e  C hicago-Los A ngeles  m arke t a r e a ,  which in c lu d e d  t h e  c i t i e s  
o f  C h icago , D enver, Kansas C i ty ,  and Los A ngeles .  Both c l a s s e s  o f  
s e r v i c e  were p ro v id e d  on th e  same p la n e  by C o n t in e n ta l ,  a lo n g  w i th  
r e g u l a r  f i r s t  c l a s s ,  making t h r e e  c l a s s e s  o f  s e r v i c e  on th e  same p la n e .  
The b u s in e s s  c l a s s  p ro v id e d  t h r e e  and two s e a t i n g  a t  a r a t e  
$10 ,00  above th e  r e g u l a r  j e t  coach  f a r e  betw een Chicago and Los A n g e le s .  
I t  was d e s ig n e d  t o  a p p e a l  t o  b u s in e s s  men who m ight be pe rsu ad ed  t o
^ A i r  T r a v e l , O f f i c i a l  A i r l i n e  Guide News Supplem ent, (Chicago: 
Reuben H, D o n n e lley  C o rp . ,  May, 19 6 3 ) ,  p .  i|6.
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u p g rad e  from  coach  t o  a  b e t t e r  c l a s s  o f  s e r v i c e .  A lso ,  many b u s in e s s  
and government em ployees , who a r e  r e q u i r e d  t o  t r a v e l ,  a r e  r e s t r i c t e d  
t o  th e  use  o f  a i r  t r a v e l  a t  l e s s  th a n  f i r s t  c l a s s ,  i f  i t  i s  a v a i l a b l e .
A b u s in e s s  c l a s s ,  a t  a  h ig h e r  r a t e  th a n  co ach ,  b u t  l e s s  t h a n  f i r s t  
c l a s s ,  cou ld  s t i l l  be used u nder  t h i s  r e s t r i c t i o n  by t h e s e  em ployees .
The j e t  "economy" c l a s s  p ro v id e d  t h r e e  and t h r e e  s e a t in g  a t  a 
r a t e  $2 0 .0 0  below r e g u l a r  coach f a r e  betw een Chicago and Los A n g e le s .  
T h is  c l a s s  p ro v id e d  h ig h  d e n s i t y  s e a t i n g  and v e r y  l i t t l e  f r e e  c a b in  
s e r v i c e  f o r  t h e  p a s s e n g e r s .
C o n t in e n t a l  A i r l i n e s ,  o r i g i n a t o r  o f  t h e s e  f a r e s ,  contended th e y  
would p ro v id e  a m arke t t e s t  o f  th e  t r a f f i c  s t i m u l a t i n g  e f f e c t s  o f  low er 
f a r e s ,  and would a l s o  d e te rm in e  t h e  b u y ing  d e s i r e s  o f  th e  p u b l i c  i n  
r e g a rd  t o  t h e  b u s in e s s  f a r e .  M arkets  s e l e c t e d  r e p r e s e n t e d  h ig h  d e n s i t y ,  
h ig h ly  c o m p e t i t i v e ,  and low er  d e n s i t y  a s  w e l l  a s  l e s s  c o m p e t i t iv e  
r o u t e s  o v e r  s h o r t ,  i n t e r m e d i a t e ,  and long  h a u l  s ta g e  l e n g t h s .
These f a r e s  w ere f i l e d  b y  C o n t in e n t a l  A i r l i n e s  on August 19,
1962, f o r  use  be tw een  C hicago-D enver-K ansas  C ity -L o s  A n g e le s ,  a l l  
c i t i e s  on C o n t i n e n t a l ' s  r o u t e .  S im i l a r  d e f e n s iv e  t a r i f f s  were f i l e d  by 
B r a n i f f ,  A m erican, T rans  World, and U n i te d ,  c a r r i e r s  com peting  i n  t h e s e  
m a rk e ts  w i t h  C o n t i n e n t a l ,  E ig h t  t r u n k l i n e s ,  A m erican, B r a n i f f ,  D e l t a ,  
E a s t e r n ,  N a t io n a l ,  N o r th w e s t ,  T rans  W orld , and U n ited  f i l e d  c o m p la in ts  
w i t h  t h e  CAB r e q u e s t i n g  t h e s e  f a r e s  be i n v e s t i g a t e d  and su sp en d ed . The
C o n t in e n ta l  G ets CAB P erm it  t o  T e s t  T h re e -C la s s  T r a v e l  P la n  
f o r  F iv e  M onths ,"  New York T im es, August 17, 1962, p .  S.
B u s in e ss  and Economy F a r e s  C ase , CAB Order D ism is s in g  Com plaint 
and Den y in g  M o tio n , No. E-19li4U, Docket 1L190. (W ashington , D .C . ,  C i v i l  
A e r o n a u t ic s  Board, Dec. 19, 1 9 6 2 ) ,  p .  3 .
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c o m p la in ts  w ere den ied  i n s o f a r  a s  t h e  re q u e s te d  su sp e n s io n  was con­
c e r n e d ,  and th e  f a r e s  became e f f e c t i v e  August 2L, 1962, w i th  an 
e x p i r a t i o n  d a te  o f  J a n u a ry  3 1 ,  1963 « S u b se q u e n tly ,  on November 19, 
1962, c la im in g  more t im e  was needed f o r  an e v a l u a t i o n  a n a l y s i s .  C o n tin ­
e n t a l  r e q u e s te d  a one month e x t e n s io n  which was g ra n te d  by th e  CAB»
T h is  t im e ,  o n ly  T rans  World A i r l i n e s  f i l e d  a co m p la in t  a g a i n s t  t h e
 ̂ • 18 e x te n s io n »
A gain , on J a n u a ry  21 , 1963, marked to  become e f f e c t i v e  
F e b ru a ry  2 8 , 1963, C o n t in e n ta l  f i l e d  a t a r i f f  r e v i s i o n  w i th  th e  CAB 
p ro p o s in g  t o  e x ten d  th e  e x p i r a t i o n  d a te  o f  th e  b u s in e s s  and economy 
f a r e s  f o r  a p e r io d  o f  e i g h t  m onths, o r  u n t i l  O ctober 26 , 1963» S im i la r  
e x t e n s io n s  were f i l e d  by A m erican, T rans  World, and U n i t e d ,1^
C om pla in ts  r e q u e s t i n g  s u sp e n s io n  and i n v e s t i g a t i o n  o f th e  p ro ­
posed  e x t e n s io n  were f i l e d  by A m erican, B r a n i f f ,  T rans  W orld, and 
U n i t e d . Again th e  Board d ism is se d  th e  c o m p la in ts  and p e r m i t t e d  th e  
e x t e n s io n .  An i n v e s t i g a t i o n  o f  t h e  b u s in e s s  and economy f a r e s  was
o rd e re d  by t h e  CAB t o  go fo rw ard  when t r a f f i c  and o th e r  d a ta  became 
20a v a i l a b l e .  S u bsequen t t o  t h e  h e a r i n g .  C o n t in e n ta l  r e q u e s te d  a u t h o r i t y  
t o  e l i m i n a t e  i t s  b u s i n e s s - c l a s s  com partm ent. The CAB g ra n te d  t h i s
l ^ I b i d c, pp . 2 - 3 o
■1 Q
B u s in e ss  and Economy F a r e s  Case, CAB Order D ism iss in g  Com plain t 
and Denying M otion , No. E-191I).It, Docket l L l 9 0 (, (W ashington, D.C»,
C i v i l  A e ro n a u t ic s  Board, Dec. 19,~T952T, p .  1.
’̂ ^B usiness  and Economy F a re s  C ase , CAB O rder D ism iss in g  Com plaint 
and Denying M otion , No. 19313, D ockets  i l 3 1 0 - -1 3 1 3 , 13939, (W ashington, 
D.Co, C i v i l  A e ro n a u t ic s  Board, Feb. 2 1, I 963) ,  p .  5.
20jb id .
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2
a u t h o r i t y  to  C o n t in e n ta l  on J a n u a ry  21 , 1 9 6 L . T h e r e f o r e ,  o n ly  th e
economy f a r e s  rem ained  i n  i s s u e .
In  i t s  i n i t i a l  d e c i s i o n  f o l lo w in g  i t s  h e a r in g  o f  th e  b u s in e s s
and economy f a r e s ,  s e rv e d  December 10, 1961, and e f f e c t i v e  t h i r t y - o n e
days  l a t e r ,  t h e  CAB h e a r in g  exam iner found th e s e  f a r e s  n o t  u n ju s t  o r
u n r e a s o n a b le ,  u n j u s t l y  d i s c r i m i n a t o r y ,  u n d u ly  p r e f e r e n t i a l ,  unduly
22
p r e j u d i c i a l ,  o r  o th e rw is e  u n la w fu l .  F i n a l  a p p r o v a l ,  o r  d i s a p p r o v a l ,
by t h e  f u l l  Board h a s  n o t  y e t  been  madso P re v io u s  t o  t h i s  f i n d i n g ,  on
November 20 , 1961, t h e  CAB approved  a t a r i f f  f i l i n g  by C o n t in e n ta l
i n c r e a s i n g  economy f a r e s  a p p ro x im a te ly  5 .9  per c e n t  i n  l e v e l .  This
i n c r e a s e d  f i l i n g  was fo llo w e d  by  B r a n i f f ,  U n ite d ,  and T rans  World A ir -
23l i n e s  i n  t h e s e  m a rk e ts .
S in g le  C la s s  F a r e . A o n e - c l a s s  s e r v i c e  was in t ro d u c e d  i n  
s e l e c t e d  m ark e ts  by U nited  A i r l i n e s  i n  March, 1963. The f a r e s  used 
w ere 8 t o  IB p e r  c e n t  below j e t  f i r s t  c l a s s  and s l i g h t l y  above j e t  
c o ach  f a r e s . The s e a t s  were l a r g e r  and more c o m fo r ta b ly  spaced th a n  
r e g u l a r  j e t  coach  s e a t s ,  A com ple te  m eal and b ev e rag e  s e r v i c e  was 
o f f e r e d . There  was no p a r t i t i o n  be tw een  c a b in  a r e a s ,  th u s  c r e a t i n g  
one l a r g e  p a s s e n g e r  a r e a  r a t h e r  th a n  th e  u s u a l  f i r s t - c l a s s  and coach
^ ^ B u s in e ss  and Economy f a r e s  C ase , F a re s  in  I s s u e , Docket 
13939, (W ashing ton , B .C . , C i v i l  A e ro n a u t ic s  Board, J an .  21 , 196U), p .  5.
22 B u s in e ss  and Economy F a re s  C ase ,  CAB H earing  Exam iner"s 
I n i t i a l  D e c i s io n , p o c k e t  13939, (W ashing ton , D .C .,  C i v i l  A e ro n a u t ic s  
B oard , Dec. 10 , 196ii), p .  29.
23ibid„^ p,
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s e c t i o n s  s e p a r a te d  by a  c u r t a i n .
The s i m p l i f i c a t i o n  o f  f a r e  c o m p u ta t io n s ,  s e a t  r e s e r v a t i o n s ,  
and c h e c k - in  p ro c e d u re s  r e s u l t i n g '  from o n e - c l a s s  would be o f  b e n e f i t  
t o  b o th  th e  p a s s e n g e r s  and th e  a i r l i n e . Many coach p a s s e n g e r s ,  t r a v e l ­
in g  on two c l a s s  p l a n e s ,  had e x p re s se d  a "second c l a s s "  f e e l i n g ,  
r e g a r d in g  t h e i r  method o f  t r a v e l .  By t r a v e l i n g  s in g l e  c l a s s ,  th e y  
would have no r e a s o n  f o r  t h i s  c o m p la in t .  S i n g l e - c l a s s  s e r v i c e  was a 
t e s t  by U n ited  A i r l i n e s  o f  th e  p a s s e n g e r  a p p e a l  o f  t h i s  ty p e  o f  
s e r v i c e .
I n  a d d i t i o n  t o  t h e  s u b s t a n t i a l  econom ies ex p ec ted  from t h i s  
s e r v i c e .  U nited  hoped t o  stem  a swing from  f i r s t  c l a s s  t o  coach  t h a t  
was o c c u r r in g  a t  t h a t  t im e .
The o t h e r  t r u n k  c a r r i e r s  d id  n o t  j o i n  U nited i n  t h e  s i n g l e ­
c l a s s  e x p e r im e n t .  They chose in s t e a d  t o  compete v ig o r o u s ly  by 
a g g r e s s i v e l y  a d v e r t i s i n g  t h e i r  e x i s t i n g  coach s e r v i c e s .
^*UAL E x p e rim en t:  O ne-C lass  S e r v i c e , "  I n t e r l i n e  R e p o r te r , 
(New York: I n t e r l i n e  I n c . , A p r i l  I g ,  1 9 6 3 ) ,  p .  23, ”
^ ^ I b i d . ,  p .  73.
2^Ibid,
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CHAPTER I I I
EFFECTS OF FARE DISCOUNTS AND ADDITIONAL CLASSES OF SERVICE 
USED BY THE DOMESTIC TRUNK LINES 1957-196R
I n  t h i s  c h a p te r  an  e v a l u a t i o n  i s  p r e s e n te d  c o n c e rn in g  t r a f f i c  
and rev en u e  r e s u l t s  o f  t h e s e  changes i n  th e  d om estic  a i r l i n e  f a r e  
s t r u c t u r e .  E lem ents  c o n s id e re d  i n  t h i s  e v a l u a t i o n  a re s  d i v e r s i o n ,  
t r a f f i c  i n c r e a s e s ,  lo n g  te rm  v e r s u s  s h o r t  te rm  e f f e c t s  on t r a f f i c ,  and 
i n t r a - i n d u s t r y  p r i c e  c o m p e t i t io n .
I .  FAMILY PLAN FARE
D i v e r s i o n . The d i s c o u n t  a l lo w e d ,  and th e  days t h e  f a m ily  f a r e  
cou ld  be used  have been  changed from tim e t o  t im e .  D iv e r s io n  caused  by 
t h e  f a r e  v a r i e d  w i th  t h e  amount o f  th e  d i s c o u n t ,  t h e  c l a s s e s  o f  s e r v i c e  
t o  w hich  i t  a p p l i e d ,  and a l s o  w i th  t h e  number o f  days o f  th e  week 
d u r in g  w hich i t  c o u ld  be u sed .
O r i g i n a l l y  th e  d i s c o u n t  amounted t o  50 p e r  c e n t  o f  f i r s t - c l a s s  
f a r e ,  and co u ld  be used on Monday, T uesday , o r  Wednesday. A CAB s tu d y  
o f  th e  f a r e ,  conducted  s h o r t l y  a f t e r  i t s  i n t r o d u c t i o n ,  found t h a t  i t  
d id  n o t  cause  s u b s t a n t i a l  d i v e r s i o n  from  h ig h e r  p r ic e d  l e v e l s .
The changes t h a t  have been  made i n  r u l e s  c o n c e rn in g  t h i s  f a r e  
w ere made p r i m a r i l y  t o  st.em d i v e r s i o n  b e l ie v e d  cause by th e  f a r e .  On 
O c to b e r  2 0 , 1958  ̂ t h e  d i s c o u n t  was low ered from 50 p e r  c e n t  o f  f i r s t
CAB S t a f f  Memorandum o f  June 6 ,  1950. N o ta t io n  6101. From 
C h ie f  o f  A n a ly s is  D i v i s i o n ,  p re p a re d  by N. S. S im at (W ashington, D .C . , 
C i v i l  A e ro n a u t ic s  Board, June 6 ,  1 9 5 0 ) ,  p .  50 .
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c l a s s  t o  33 1 /3  p e r  c e n t  o f  f i r s t  c l a s s „ At t h i s  t im e  th e  a i r l i n e s
were e x p e r i e n c in g  f i n a n c i a l  d i f f i c u l t i e s  and b e l ie v e d  t h i s  i n d i r e c t
method o f  r a i s i n g  f i r s t  c l a s s  f a r e s  would enhance t h e i r  rev en u e  
2
r e c e i p t s .
R u les  a f f e c t i n g  t h i s  f a r e  were changed a g a in  on March 20 , 1963.
At t h i s  t im e  t h e  d i s c o u n t  was i n c r e a s e d  from 33 l / 3  per c e n t  o f  f i r s t
c l a s s  b ack  to  t h e  o r i g i n a l  $0 p e r  c e n t ,  and t h e  days o f  use changed
from  Monday, Tuesday , and Wednesday t o  e v e ry  d ay o f  th e  week excep t
Sunday. T h is  i n c r e a s e  o f  d i s c o u n t  and i n  days  o f  use were a c t i o n s
3
t a k e n  i n  an  e f f o r t  t o  in c r e a s e  l a g g in g  f i r s t  c l a s s  load  f a c t o r s .  At 
t h i s  t im e  f i r s t  c l a s s  lo a d  f a c t o r s  were d ro p p in g ,  w h i l e  coach load  
f a c t o r s  w ere i n c r e a s i n g .
F o r t h i s  p u rp o se  t h e s e  changes  were s u c c e s s f u l ,  p a r t i c u l a r l y  
on lo n g  h a u l  r o u t e s .  However, th e  a i r l i n e s  found th e y  had in c r e a s e d  
f i r s t  c l a s s  lo ad  f a c t o r s  a t  t h e  expense  o f  c o a c h .^  They were l o s i n g  
money from  t h i s  change b ecau se  a f a m i ly  group cou ld  t r a v e l  c h eap e r  
f i r s t  c l a s s  th a n  co ach  a t  t h e  50 p e r  c e n t  d i s c o u n t .  T h e re fo re ,  to  c u r ­
t a i l  t h i s  d i v e r s i o n  from  coach to  f i r s t  c l a s s  f a m ily  p l a n ,  t h e  d i s c o u n t  
was a g a in  changed i n  J u ly ,  I 96U, t o  20 per c e n t  o f  f i r s t  c l a s s  and a l s o  
c o a c h ,  and th e  days i t  cou ld  be used  were changed from every  day o f  th e
^ CAB Handbook o f  A i r l i n e  S t a t i s t i c s , o p . c i t . ,  p . it8?.
- ^ " F i r s t - C la s s  Revenue Drop Spurs  S u pport  f o r  S in g le  C lass  
S e r v i c e , "  A v ia t io n  Week, Feb. 18, 1963, (New York: McGraw-Hill 
P u b l i s h in g  C o . ) ,  p . UU.
^"F am ily  F are  P la n  P ro d u c in g  S h i f t  t o  F i r s t  C lass  a s  T r a f f i c  
C l im b s ,"  A v ia t io n  Week. Aug. 19 , 1963, (New York: McGraw-Hill 
P u b l i s h in g  C o .) ,  p .  39 .
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week e x c e p t  Sunday t o  Monday noon th ro u g h  Thursday n i g h t .
S in c e  J u ly  196L, t h e  f a m ily  p l a n  d i s c o u n t  has  n o t  been changed.
No f i g u r e s  a r e  a v a i l a b l e  t h a t  would show d i v e r s i o n  caused a t  th e  p r e s e n t  
d i s c o u n t  r a t e  and th e  p r e s e n t  l e v e l  o f  f i r s t  c l a s s  and t o u r i s t  c l a s s  
f a r e s .  None o f  t h e  t r u n k  c a r r i e r s  have a t te m p te d  r e c e n t l y  t o  change 
th e  p l a n .  T h is  would i n d i c a t e  t h a t  t h e y  do no t c o n s id e r  d i v e r s i o n  
caused  by i t  i n  i t s  p r e s e n t  form  t o  be e x c e s s iv e .
T r a f f i c  Moving Under F a m ily -F a re  D is c o u n t , Tab le  I  p r e s e n t s  
s t a t i s t i c s  o f  f a m i l y - p l a n  t r a f f i c .  I t  g iv e s  th e  t o t a l  f a m i ly - p la n  
rev en u e  p a s s e n g e r  m i le s  f o r  e a c h  y e a r  from 1957 to  1 9 6 t he  t o t a l  
rev en u e  p a s s e n g e r  m i le s  f o r  a l l  t r u n k  t r a f f i c ,  and th e  p e r  c e n t  o f  t o t a l  
t r a f f i c  t h a t  was acco u n ted  f o r  by t h e  f a m i ly - p l a n .
The f i g u r e s  i n  Table  I  show t h a t  f a m i ly - p la n  t r a f f i c  a s  a p e r ­
c e n ta g e  o f  t o t a l  t r a f f i c  d e c re a se d  from  5 .7  p e r  c e n t  i n  1957 t o  1 ,2  p e r  
c e n t  i n  1962, t h e n  r o s e  t o  7 .3  p e r  c e n t  i n  1963. T h is  a b ru p t  i n c r e a s e  
i n  1963 was th e  r e s u l t  o f  a change i n  r e g u l a t i o n s  c o n c e rn in g  th e  f a r e  
e f f e c t i v e  March 20 , I 963, i n c r e a s in g  t h e  amount o f  t h e  d i s c o u n t  from 
33 1 /3  p e r  c e n t  o f  f i r s t  c l a s s  t o  50 p e r  c e n t ,  and th e  days o f  use 
from  Monday, Tuesday, and W ednesday, t o  e v e ry  day o f  th e  week e x c e p t  
Sunday. The a i r l i n e s  w ere n o t  r e q u i r e d  by t h e  CAB t o  p ro v id e  s t a t i s t i c s  
o f  f a m i l y  p l a n  t r a f f i c  a f t e r  1963, so f i g u r e s  f o r  such  t r a f f i c  d u r in g  
196L a r e  n o t  a v a i l a b l e .
Long Term V ersus  S h o r t  Term E f f e c t s , At th e  b e g in n in g  o f  t h i s  
p e r i o d ,  t h e  f a m i ly - p l a n  f a r e  d id  p roduce  a c o n s id e r a b le  amount o f  
t r a f f i c .  T h is  f a r e  was in t ro d u c e d  i n  19U8, and th e  CAB conducted  a
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TABLE I
COMPARISON OF FAMILY-PLAN TRAFFIC WITH TOTAL TRAFFIC 
FOR DOMESTIC TRUNK LINES 1957-1961i
Year
F a m ily -P la n  
T r a f f i c  
R.P.M. (OOO)t-
T o t a l  A i r l i n e  
T r a f f i c  
R.P.M. (000)*
P er Cent Family 
P lan  o f T o ta l  
T r a f f i c
1937 1 ,1 1 1 ,1 9 8 2 L , l9 9 , l3 0 3 .7
1938 l ,L k 0 ,6 6 0 2 4 ,1 3 5 ,6 7 3 3 .9
1939 1 ,0 1 3 ,6 0 9 2 8 ,1 2 7 ,2 1 6 3 .6
I960 773 ,191 2 9 ,2 3 3 ,1 9 9 2 .3
1961 6 29 ,057 2 9 ,334 ,792 2 .1
1962 6 98 ,677 3 1 ,8 2 7 ,8 0 0 1 .2
1963 2 ,6 6 1 ,1 1 9 3 6 ,3 8 3 ,8 0 0 7 .3
196L (F ig u re s  n o t  a v a i l a b l e ,  
p r o v i d e . )
A i r l i n e s  no t r e q u i r e d  by CAB t o
S o u rce :  F a m ily -p la n  S t a t i s t i c s ,  CAB Form L l .  (These f i g u r e s  app rox im ate ,  
Computed by m u l t i p l y  Mar, & S e p t .  t o t a l s  by s i x , ) T o ta l  A i r ­
l i n e  S t a t i s t i c s ,  CAB Handbook o f  A i r l i n e  S t a t i s t i c s , 1963, 
p p .  L7-L8.
*  R .P .M .—Revenue p a s s e n g e r  m i l e s .  Computed by m u l t ip ly in g  th e  number 
o f  p a s s e n g e r s  f low n by t h e  l e n g t h  o f  th e  t r i p  in  m i le s .
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s tu d y  o f  i t  i n  1950. Summarizing t h e  e f f e c t  o f  th e  f a r e  from t h e i r
a n a l y s i s  o f  i t  a t  t h a t  t im e ,  th e  CAB's s t a f f  r e p o r te d  a s  f o l lo w s i
The f a c t s  and c o n c lu s io n s  d eve loped  on th e  b a s i s  o f  
o u r  a n a l y s i s  o f  t h e  f a m i ly - p l a n  o p e r a t i o n s  a lm ost w i th o u t  
e x c e p t io n  s u p p o r t  t h e  view t h a t  t h e  p l a n  h as  been an 
e f f e c t i v e  d e v ic e  f o r  p rom oting  t r a v e l  w i th o u t  m a t e r i a l l y  
a f f e c t i n g  t h e  l e v e l  o f  o p e r a t in g  expenses  o r  c a u s in g  
s u b s t a n t i a l  d i v e r s i o n  from  th e  h ig h e r  p r ic e d  s e r v i c e s ,
. o . The f u l l  c o n t r i b u t i o n  o f  th e  p la n  t o  i n d u s t r y  
t r a f f i c  i s  IiU0,000,000 revenue  p a s s e n g e r  m ile s  am ounting 
t o  85 p e r  c e n t  o f t h e  t o t a l  i n c r e a s e ^ i n  dom estic  non­
coach  t r a f f i c  be tw een  19^8 and 19^9.
A lthough  t h e  f a m i l y - p l a n  f a r e  o r i g i n a l l y  deve loped  s i g n i f i c a n t  
new t r a f f i c ,  i t s  u se  has  g r a d u a l l y  d e c l in e d  th ro u g h  th e  y e a r s ,  e x c e p t  
f o r  th e  sudden in c r e a s e  xn 1963. T h is  in c r e a s e  fo llo w e d  a change o f  
t h e  amount o f  d i s c o u n t  from  33 1 /3  p e r  c e n t  to  50 p e r  c e n t .  Due to  
d i v e r s i o n  caused  from  coach  t o  f a m i l y - p l a n ,  t h e  d i s c o u n t  was reduced  
i n  I 96L from  50 p e r  c e n t  t o  25 p e r  cen to  T h is  r e d u c t io n  o f d is c o u n t  
p ro b a b ly  red u ced  f a m i l y - p l a n  t r a f f i c  a c c o r d in g ly ;  however t r a f f i c  
f i g u r e s  a r e  n o t  a v a i l a b l e .
A side  from  t r a f f i c  g e n e r a t i o n  produced by i t ,  t h e  f a m i ly - p la n
has  c e r t a i n  o th e r  v i r t u e s *  I t  has  some p u b l i c i t y  v a l u e ,  and i t  does
s h i f t  some t r a f f i c  from  heavy  week end t r a f f i c  days to  l i g h t e r  m id d le -  
o f - th e -w e e k  d a y s .  A ls o ,  i t  has  proved a u s e f u l  d e v ic e  f o r  s h i f t i n g  
t r a f f i c  from  one c l a s s  t o  a n o th e r ,  when such a s h i f t  was d e s i r e d  by
th e  a i r l i n e s  f o r  economic r e a s o n s .
I n t r a - I n d u s t r y  P r i c e  C o m p e t i t io n . This f a r e  was o r i g i n a l l y  
f i l e d  by  A m erican A i r l i n e s  in  I 9U8 as a means o f  s e c u r in g  new rev en u es .
^CAB S t a f f  Memorandum, og . c i t . ,  pp . 30-31
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T h is  was a t  a t im e  when a nnmber o f  a i r l i n e s  were h av in g  f i n a n c i a l  
d i f f i c u l t i e s  and w ere e x p lo r in g  p ro m o t io n a l  f a r e  schem es, American 
b e l i e v e d  t h e  p la n  would b u i ld  load  f a c t o r s  d u r in g  th e  n o rm a lly  s la c k  
days  o f  t h e  week by a t t r a c t i n g  a new m a rk e t , f a m ily  m e m b e r s . T h e  
CAB p e r m i t t e d  t h e  f a r e  to  become e f f e c t i v e ,  a l th o u g h  no t w i th o u t  some 
m is g iv in g s .
Throughout t h e  re m a in d e r  o f  19^8, 19^9, and 19$0 th e  o th e r
7
t r u n k  c a r r i e r s  ado p ted  t h e  p l a n ,  many f o r  c o m p e t i t iv e  r e a s o n s .
These c a r r i e r s  had d o u b ts  a s  t o  t h e  v a lu e  o f  t h e  f a r e .  They b e l ie v e d  
i t  would s im p ly  t r a n s f e r  t r a f f i c  from  one p a r t  of th e  week to  a n o th e r .  
W hile th e y  a d m it te d  t h i s  s h i f t  was d e s i r a b l e ,  th e y  d id  n o t  approve 
o f  t h e  s u b s t a n t i a l  d i s c o u n t  o f f e r e d  t o  e f f e c t  t h e  s h i f t .
T h e re f o re ,  w h ile  p r i c e  c o m p e t i t io n  was n o t th e  re a so n  f o r  i n t r o ­
d u c t i o n  o f  t h i s  f a r e ,  i t  was r e s p o n s i b l e  f o r  s e v e r a l  c a r r i e r s  a d o p t in g  
t h e  f a r e .
I I .  YOUTH FARE
The CAB d id  n o t  r e q u i r e  th e  t r u n k  c a r r i e r s  to  p ro v id e  r e c o rd s  of 
t r a f f i c  moving under  t h e  y o u th  f a r e .  I t  was n e c e s s a r y  to  o b ta in  in fo rm ­
a t i o n  r e g a r d in g  t h i s  f a r e  d i r e c t l y  from  th e  a i r l i n e s .  I n fo rm a t io n  
r e c e iv e d  from Am erican A i r l i n e s ,  T rans World A i r l i n e s ,  and U nited  A i r ­
l i n e s  i s  p r e s e n t e d .  I t  i s  b e l i e v e d  t h a t  th e  t r a f f i c ,  re v e n u e ,  and 
d i v e r s i o n  r e s u l t s  o f  t h e  y o u th  f a r e  e x p e r ie n c e d  by t h e s e  t h r e e  t r u n k  
c a r r i e r s  w ere t y p i c a l  o f  t h e  i n d u s t r y .
^ P a u l  W. C h e r in g to n ,  A i r l i n e  P r i c e  P o l i c y ,  (Norwooa, M ass , ,  The 
P l im p to n  P r e s s ,  1 9 5 8 ) ,  p ,  31,3. '
7 j b i d .
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Amerlcan A i r l i n e s ' E x p e rien ce  w i th  Youth F a r e . R egard ing  
r e s u l t s  o f  t h e  y o u th  f a r e ,  American A i r l i n e s  ad v ise d  as  fo l lo w ss
The f i g u r e s  we p o s s e s s  i n d i c a t e  t h a t  i n  May, I 96I ,
3 p e r  c e n t  o f  our  t o t a l  p a s s e n g e r s  and 5 p e r  c e n t  o f  
o u r  coach p a s s e n g e r s  were i n  t h e  12-21  y e a r  age group.
I n  O ctober-N ovem ber, 1961, w h ile  t h e  f a r e  was i n  
e f f e c t ,  6 p e r  c e n t  o f  o u r  coach p a s s e n g e r s  were i n  t h i s  
age g ro u p ,  3 p e r  c e n t  t r a v e l i n g  u n d er  th e  y o u th  f a r e  and 
3 p e r  c e n t  t r a v e l i n g  a t  r e g u l a r  coach f a r e .  D e s p i te  th e  
s l i g h t  in c r e a s e  i n  t r a f f i c  by t h i s  group we do n o t  f e e l  
t h a t  t h e  n e t  rev en u e  was i n c r e a s e d .  S e a s o n a l i ty  
a cco u n ted  f o r  a p o r t i o n  o f  th e  i n c r e a s e .  There was a 
d i v e r s i o n  o f  a p p ro x im a te ly  o n e - h a l f  from  co ach  f a r e s  to  
y o u th  f a r e s ,  a t  a p p ro x im a te ly  a 33 per c e n t  d i s c o u n t .
A v a i la b le  in fo r m a t io n  on t h i s  f a r e  i n d i c a t e s  th e  demand 
f o r  a i r  t r a v e l  i n  t h i s  age b r a c k e t  i s  n o t  e l a s t i c . °
T rans  World A i r l i n e ' s E x p e rien ce  w i th  Youth F a r e . To a r e q u e s t  
f o r  t h e i r  e x p e r ie n c e  w i th  th e  you th  f a r e ,  TWA r e p l i e d ;
As th e  "y o u th  f a r e "  was f i l e d  and l a t e r  w ithdraw n by 
American A i r l i n e s ,  no s p e c i a l  s t u d i e s  were conducted  by 
TWA n o r  were s p e c i a l  r e p o r t s  made. A d o m estic  on -board  
s u rv e y  o f th e  t r a n s - c o n t i n e n t a l  m arket conducted  by TWA 
i n  O c to b e r ,  I 96I ,  r e v e a le d  t h a t  2 p e r  c e n t  o f  a l l  t r a n s ­
c o n t i n e n t a l  p a s s e n g e r s  were t r a v e l i n g  on th e  "y o u th  f a r e . "
T h is  i n f o r m a t io n  i s ,  o f  c o u r s e ,  in c o n c lu s iv e  a s  no d a ta  i s  
a v a i l a b l e  f o r  t h e  y o u th  f a r e  p a s s e n g e r s  t r a v e l i n g  over  
s h o r t e r  segm ents o r  r o u t e s , ^
U nited  A i r l i n e s ^  E x p e r ie n c e  w i t h  Youth F a re .  U nited A i r l i n e s  
r e p o r t e d  a s  fo l lo w s  r e g a r d in g  t h e  y o u th  f a r e :
Based upon o u r  e x p e r ie n c e  w i th  t h i s  f a r e ,  i t  i s  
U n i t e d *3 o p in io n  t h a t  t h e  f a r e  h as  n o t improved th e  e a r n ­
in g s  o f  t h e  c a r r i e r s .  For t h e  e n t i r e  month of Septem ber 
and t h e  f i r s t  f i f t e e n  days o f  O c to b e r ,  1961, U nited
^Donald J ,  L lo y d -Jo n e s ,  D ire c to r-E c o n o m ic  R esea rch ,  American 
A i r l i n e s ,  P e r s o n a l  l e t t e r ,  December l l i ,  1963.
^R,V. R a d c l i f f e ,  D i r e c t o r  A pplied  Economics, T rans  World A i r l i n e s ,  
P e r s o n a l  l e t t e r ’. May 7 , 1963.
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c a r r i e d  on i t s  d o m estic  sy s te m  a t o t a l  of some 30 ,$00  
p a s s e n g e r s  a t  the y o u th  f a r e ,  in v o lv in g  a r e d u c t i o n  in  
re v e n u e s  from  r e g u l a r  f a r e s  o f  a p p ro x im a te ly  $580,000 
f o r  t h i s  p e r i o d .  The number o f  p a s s e n g e r s  c a r r i e d  and 
th e  a f f e c t e d  re v e n u e s  w ere b ased  upon a c o n t in u o u s  2 p e r  
c e n t  random sample of a l l  f l i g h t  coupons l i f t e d .
There a r e  no d a t a  which r e f l e c t  t h e  g e n e r a t i v e  e f f e c t  
o f  y o u th  f a r e s .  However, b ecau se  o f  th e  amount o f  th e  
d i s c o u n t ,  a p p ro x im a te ly  one new p a s s e n g e r  must be g e n e ra te d  
f o r  each p a s s e n g e r  c a r r i e d  a t  t h e  y ou th  f a r e .  Based on 
e x p e r ie n c e  w i th  o th e r  ty p e s  o f  p ro m o t io n a l  f a r e s ,  i t  seems 
q u i t e  im probab le  t h a t  t h i s  has  o c c u r re d .
The 3 0 ,5 0 0  y o u th  f a r e  p a s s e n g e r s  c a r r i e d  by U nited  i n  
t h e  Septem ber 1 -  O c tober  1$ p e r io d  r e p r e s e n te d  o n ly  2 .3  
p e r  c e n t  o f  i t s  t o t a l  p a s s e n g e r s .  In  view o f  t h e  v e ry  
l i m i t e d  u se  o f  t h e s e  f a r e s ,  i n  p a r t  becau se  o f th e  sm a ll  
group t o  which t h e y  a p p ly ,  i t  i s  a p p a r e n t  t h a t  t h i s  
p a r t i c u l a r  p ro m o t io n a l  f a r e ,  w h a te v e r  new t r a f f i c  may have 
been  g e n e r a te d ,  i s  o f  v i r t u a l l y  no v a lu e  i n  f i l l i n g  th e  
c a r r i e r s '  empty s e a t s  and im proving  e a r n in g s .  T h is  con­
c l u s i o n  i s  s t r e n g th e n e d  by  th e  f a c t  t h a t  th e  above 
e x p e r ie n c e  in c lu d e s  th e  n o rm a lly  heavy  movement back t o  
c o l l e g e  o f  young p e o p le  i n  t h e  age b r a c k e t  e l i g i b l e  f o r  
th e  f a r e s .
F u r th e rm o re ,  t h e  y o u th  f a r e s  have b een  s u b je c t  to  
s u b s t a n t i a l  a b u se s  by th e  t r a v e l i n g  p u b l i c .  Some o f  tn e s e  
ab u ses  have r e s u l t e d  i n  i n c r e a s e d  c o s t s  t o  th e  c a r r i e r s  
and have a l s o  a f f e c t e d  th e  o n - tim e  perfo rm ance  o f  t h e i r  
o p e r a t i o n s .  I n  f a c t ,  th e  p u b l i c  h as  been  encouraged in  
t h e s e  a b u s e s .  The fo l lo w in g  l i s t  o f  ab u ses  was compiled 
from  U n i t e d 's  e x p e r ie n c e  w i th  y o u th  f a r e s  d u r in g  t h e  s h o r t  
p e r io d  o f  t h e i r  e x i s t e n c e .  I f  y o u th  f a r e s  were p e rm it te d  
t o  rem a in  i n  e f f e c t ,  t h e  n a tu r e  and number o f  abuses  would 
u n d o u b te d ly  c o n t in u e  t o  grow.
1, Bookings a r e  made in  advance of th e  t h r e e  hour 
l i m i t  b e c a u se  th e  p a s s e n g e r  has no t d i s c lo s e d  
he i s  t r a v e l i n g  on y o u th  f a r e .
2 ,  R e g u la r  f a r e  r e s e r v a t i o n s  a r e  c a n c e l le d  w i th in  
t h r e e  h o u rs  o f  d e p a r tu r e  and r e in s ta t e m e n t  
r e q u e s te d  on a y o u th  f a r e  b a s i s ,
3 , P a s se n g e r s  book space on a f u l l  f a r e  b a s i s  and 
p u rc h a se  b o th  f u l l  f a r e  and y o u th  f a r e  t i c k e t s .
The p a s s e n g e r  checks in  and i s  boarded as  a f u l l  
f a r e  b u t  t e n d e r s  h i s  y o u th  f a r e  t i c k e t  t o  th e  
s te w a rd e s s ;  th e  f u l l  f a r e  t i c k e t  l a t e r  b e in g  
r e f u n d e d .
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U. P a s se n g e rs  who a r e  o ld e r  th a n  2Z y e a r s  produce 
i d e n t i f i c a t i o n  c a rd s  i n d i c a t i n g  th e y  a r e  under  22.
5 .  F i c t i t i o u s  r e s e r v a t i o n s  a r e  made in  advance to  
b lo c k  o u t s e a t s  which t h e n  become a v a i l a b l e  f o r  
y o u th  f a r e  p a s s e n g e r s  when t h e  booked space i s  
n o t  used .
6 .  A f t e r  h a v in g  space  v e r i f i e d  a t  t h e  t i c k e t  c o u n te r ,  
y o u th  f a r e  p a s s e n g e r s  g iv e  th e  t i c k e t  to  a n o th e r  
p a s s e n g e r  n o t  e l i g i b l e  f o r  youth  f a r e s .  S ince  
p a s s e n g e r s  a r e  checked o f f  on a m a n i fe s t  by name 
o r  number w i th o u t  r e f e r e n c e  t o  th e  t i c k e t  i t s e l f ,  
t h e  s w i tc h  i s  n o t e a s i l y  d i s c o v e re d .
7. L a s t  m inute  b o a rd in g s  o f  y o u th  f a r e  s ta n d b y s  has 
caused  d e la y  and c o n fu s io n  i n  g e t t i n g  f l i g h t s  out 
on t im e .
8o S t a t i o n s  have e x p e r ie n c e d  a c o n s id e r a b le  amount o f  
c o n g e s t io n  a t  t h e i r  t i c k e t  c o u n te r s  when y o u th s  
r e q u e s t  t h a t  t h e i r  t i c k e t s  be r e - i s s u e d  from f u l l  
f a r e  to  t h e  y o u th  f a r e .
D i v e r s i o n . American A i r l i n e s  e s t im a te d  d i v e r s i o n  o f  app rox ­
im a te ly  So p e r  c e n t  from  coach to  y o u th  f a r e  d u r in g  t h e  tim e th e  y o u th  
f a r e  was i n  e f f e c t .  U nited  A i r l i n e s  c o n s id e re d  d i v e r s i o n  to  exceed 
re v e n u e s  d eve loped  by t h e  f a r e .  T rans  World A i r l i n e s  had no e s t im a te  
o f  d i v e r s i o n .  The f a c t  t h a t  a l l  o f  t h e  t r u n k  l i n e s  d i s c o n t in u e d  th e  
Youth Fare  a f t e r  a p p ro x im a te ly  two and o n e - h a l f  months o f  use would 
i n d i c a t e  t h a t  th e s e  c a r r i e r s  b e l i e v e d  t r a f f i c  g e n e r a t io n  r e s u l t i n g  
from  th e  f a r e  i n s u f f i c i e n t  t o  com pensate f o r  revenue  l o s s e s  from 
t r a f f i c  ab u se s  and d i v e r s i o n  caused  by th e  f a r e .
T r a f f i c  Moving under th e  Youth F a re .  The CAB d id  no t r e q u i r e  
t h e  a i r l i n e s  t o  keep  r e c o rd s  o f  t r a f f i c  moving under  t h i s  f a r e ,  and ne
lO s ta te m e n t  o f  U nited  A i r l i n e s  R egard ing  P ro m o tio n a l  F a re s  and 
D is c o u n ts ,  F i l e d  w i th  GAB, (Chicago U nited  A i r l i n e s ,  November 3 ,  19 6 1 ) ,  
p p .  9“- l l«
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i n d u s t r y  w ide f i g u r e s  a r e  a v a i l a b l e .  American e s t im a te d  3 p e r  c e n t  of 
i t s  co ach  p a s s e n g e r s  t r a v e l e d  u n d e r  th e  f a r e .  U n ited  e s t im a te d  2 ,3  p e r  
c e n t  o f  i t s  t o t a l  p a s s e n g e r s  used th e  f a r e ,  and T rans  World a d v ise d  
2 p e r  c e n t  o f  i t s  t r a n s c o n t i n e n t a l  p a s s e n g e r s  were u s in g  th e  y o u th  f a r e .  
I t  i s  a p p a re n t  t h a t  t r a v e l e r s  in  t h e  12-21 age group d id  not c o n s t i t u t e  
a v e ry  l a r g e  p a r t  o f  t h e  t o t a l  a i r  t r a v e l  m ark e t.
Long Term V ersus  S h o r t  Term E f f e c t , The s h o r t  te rm  e f f e c t  o f  
th e  f a r e  was t o  cause d i v e r s i o n  t h a t  exceeded revenue  g e n e r a t io n .  T h is  
e f f e c t  r e s u l t e d  i n  t h e  f a r e  b e in g  dropped a f t e r  a s h o r t  p e r io d  and 
p re c lu d e d  any long  te rm  e f f e c t .  I t  i s  p o s s i b l e ,  o f  c o u rs e ,  t h a t  some 
young t r a v e l e r s  u s in g  t h i s  f a r e  were induced  to  t r a v e l  l a t e r  by a i r  a t  
a  r e g u l a r  f a r e .  However, no e s t im a te  of such t r a f f i c  i s  a v a i l a b l e .
I n t r a - I n d u s t r y  P r i c e  C om petition . American A i r l i n e s  f i l e d  th e
y o u th  f a r e  w i th  t h e  CAB J u ly  3 1 , 1961, r e q u e s t i n g  t h a t  i t  become
e f f e c t i v e  August 3 1 , 1961, and c o n t in u e  f o r  a s;ix month? t r i a l  p e r io d ,
T ran s  World A i r l i n e s  and U nited  A i r l i n e s  f i l e d  s i m i l a r  t a r i f f s  August I
11
1961, t o  become e f f e c t i v e  August 31 , 1961. These t h r e e  c a r r i e r s
b e l i e v e d  th e  f a r e  would a t t r a c t  new b u s in e s s ,  i n  t h a t  th e  12-21 age
group made up 15 per c e n t  o f t h e  p o p u la t io n ,  b u t on ly  a p p ro x im a te ly  3
1p e r  c e n t  o f  t h e  a i r  t r a v e l e r s ,
The o t h e r  t r u n k  c a r r i e r s  f i l e d  s i m i l a r  t a r i f f s ,  b u t  f o r
Americ a n  A i r l i n e s  Asks CAB P erm it  to  Halve F i r s t  C la s s  Fares 
f o r  Youth on T r i a l  B a s i s , "  New York Times,., Aug, 1, 1961, p. 60 ,
^^"A ir  F a re s  A c t iv e  on A l l  F r o n t s , "  A i r l i f t ,  Sep tem ber, 1961, 
(W ashington, B .C . ,  Am erican A v ia t io n  P u b l i c a t i o n ) , p„ 20.
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c o m p e t i t iv e  r e a s o n s .  The s m a l l e r  t r u n k  c a r r i e r s  b e l i e v e d  i t  n e c e s s a ry
i n  th x s  c a se  to  meet t h e  f a r e  d i s c o u n t  o f f e r e d  by t h e  t h r e e  l a r g e s t
c a r r i e r s „ P r i n c i p a l  o b j e c t o r s  w ere E a s te r n  and B r a n i f f ,  who f e l t  t h a t
11re v e n u e s  would be d i l u t e d  to o  much i n  r e l a t i o n  to  t r a f f i c  a t t r a c t e d . .
When i t  became a p p a r e n t  t h a t  t h e  y o u th  f a r e  was n v t s u c c e s s f u l ,  
a l l  o f  t h e  c a r r i e r s  d i s c o n t in u e d  i t ,  most o f  them d o in g  so betw een 
November 12 , 1961, and December 15, 1961.
I I I .  TRANSCONTINENTAL EXCURSION FARE 
A lthough  t h e  CAB r e q u i r e d  m onth ly  p r o g re s s  r e p o r t s  t o  be f i l e d  
by th e  t h r e e  c a r r i e r s  u s in g  th e  t r a n s c o n t i n e n t a l  e x c u r s io n  f a r e ,  t h i s  
in f o r m a t io n  was n o t  p u b l i s h e d  by t h e  CAB and was n o t  a v a i l a b l e  f o r  use 
i n  t h i s  s tu d y .  I n fo r m a t io n  p r e s e n te d  was r e c e iv e d  d i r e c t l y  from  th e  
t h r e e  c a r r i e r s  u s in g  th e  f a r e ,  Trans W orld, U n ited ,  and American 
A i r l i n e s ,
D i v e r s i o n . TWA, o r i g i n a t o r  o f  t h i s  f a r e  and le a d in g  ad v o ca te  
d u r in g  i t s  s h o r t  e x i s t e n c e ,  r e p o r te d  t h a t  a  d om estic  on board su rv e y  of 
t h e  t r a n s c o n t i n e n t a l  m arke t t h a t  th e y  conducted  i n  O c to b e r ,  1961, showea 
t h a t  27 p e r  c e n t  o f  TWA's t r a n s c o n t i n e n t a l  coach p a s s e n g e r s  were u s in g  
th e  e x c u r s io n  f a r e ,  and t h a t  a p p ro x im a te ly  o n e - th i r d  o f  th e s e  w ere 
g e n e ra te d  (new) p a s s e n g e r s ,  and th e  o th e r  tw o - th i r d s  were d i v e r t e d .  As 
a  r e s u l t  o f  t h e  a d d i t i o n a l  p a s s e n g e r s ,  TWA d id  r e a l i z e  a sm a ll  p r o f i t  
from  th e  use  o f  t h e  f a r e . ^ ^
Am erican A i r l i n e s  s tu d i e d  r e s u l t s  o f  t h i s  f a r e  by comparing
I ' I b i d ,
^ R a d c l i f f e ,  l o c ,  c i t .
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r o u t e  segments u s in g  e x c u r s io n  f a r e s  w ith  c o n t r o l "  segm ents where t h e  
e x c u r s io n  f a r e  was n o t  a v a i l a b l e .  They r e p o r t e d  a s  f o l lo w s :  " In  t h e
month o f  Septemberj, 1961^ American c a r r i e d  8 ,8 1 0  e x c u r s io n  f a r e  
p a s s e n g e r s .  A n a ly s is  showed t h a t  a p p ro x im a te ly  81i p e r  c e n t  o f  th e s e  
p a s s e n g e r s  were d i v e r t e d  from  c o a c h .  T h is  r e s u l t e d  i n  a revenue  d i v e r ­
s io n  o f  $300 ,000  v e r s u s  new rev en u e  g e n e r a t i o n  o f  $150 ,000 , y i e l d i n g  a
l5n e t  rev en u e  l o s s  o f  a p p ro x im a te ly  $150,000 f o r  th e  m onth,"
U nited  A i r l i n e s ,  i n  s tu d y in g  th e  r e s u l t s  o f  t h i s  f a r e ,  a l s o  made 
a com parison  o f  t h e  t r a f f i c  growth in  th e  m arkets  where th e s e  reduced  
f a r e s  w ere u sed  w i t h  t h e  grow th i n  n o n -e x c u rs io n  m a rk e ts .  However, th e y  
d id  n o t  l i m i t  i t  t o  t h e i r  a i r l i n e  a l o n e ,  b u t  took  i n t o  c o n s id e r a t i o n  th e  
a v e ra g e  d a i l y  p a s s e n g e r s  c a r r i e d  by U n i te d ,  Am erican, and ÏWA betw een 
New York and Los A n g e le s /S a n  F ra n c i s c o  on t h e i r  n o n - s to p  f l i g h t s  from  
May 17 , 1961, t o  O ctober  7 , 1961. U nited  th e n  compared t h i s  p e r c e n ta g e  
i n c r e a s e  w i th  th e  i n c r e a s e  i n  d o m e s tic  rev en u e  p a s se n g e r  m ile s  f o r  th e  
t h r e e  a i r l i n e s ’ t o t a l  r o u te s  f o r  a p p ro x im a te ly  th e  same p e r io d .  Table  I I  
g iv e s  th e  s t a t i s t i c s  compiled by U n ite d ,
In  t h e i r  a n a l y s i s .  U nited  s t a t e d :
The t i c k e t s  s o ld  by U nited  d u r in g  Septem ber, 1961, a t  
e x c u r s io n  f a r e  l e v e l s  amounted t o  3 ,3L0 p a s s e n g e r s ,  ou t 
o f  a  t o t a l  o f  19 ,700  t r a n s c o n t i n e n t a l  coach  p a s s e n g e r s  f o r  
t h e  month, o r  1 7 .5  p e r  c e n t .  The amount o f  t h e  t o t a l  f a r e  
r e d u c t i o n  in v o lv e d  i n  t h e s e  t i c k e t  s a l e s  was $137 ,000 , In  
o r d e r  t o  re c o u p  t h e s e  reduced  re v e n u e s ,  a t  th e  average  
e x c u r s io n  f a r e  o f  $ 9 9 .0 0 ,  an  a d d i t i o n a l  1,381+ new p a s se n g e rs  
would have b een  r e q u i r e d ,
L lo y d -Jo n e s ,  l o c ,  c i t ,
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TABLE I I
COMPARISON OF INCREASE OF TRANSCONTINENTAL PASSENGERS WITH 
TOTAL REVENUE MILES INCREASE— TWA, UAL, AAA
A verage D a i ly  P a s se n g e r s  Between
New York and Los A n g e le s /S a n  F r a n c i s c o :
May 3 1 -August 1 ,  1961 2,715
Septem ber 3 -S ep tem b er  30 , 1961 2 ,673
P er  c e n t  Septem ber o f  June and J u ly 96.9%
A verage D a i ly  D om estic  Revenue P a s se n g e r  
M ile s  o f  A m erican, TWA, and U n ited ;
June  and J u l y ,  1961 5 1 ,7 3 6 ,0 0 0
S ep tem b er ,  1961 5 2 ,5 0 7 ,0 0 0
P e r  c e n t  Sep tem ber o f  June and J u ly 95.9%
S o u rce :  S ta te m e n t  o f  U nited  A i r l i n e s  R egard ing  P ro m o tio n a l  F a re s  and 
D is c o u n ts ,  Nov, 3 ,  1961, (N ote: The so u rce  in fo rm a t io n  f o r  
th e  New York-Los A n g e le s /S a n  F ra n c is c o  t r a f f i c  i s  av e ra g e  
d a i l y  t r a f f i c  by w eeks. T h e re fo re  t h i s  in fo rm a t io n  could  no t 
be shown by c a l e n d a r  m o n th s .)
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The f o re g o in g  t a b l e  i n d i c a t e s  a g e n e r a t io n  o f  new t r a f f i c  
a t t r i b u t a b l e  to  t h e  e x c u r s io n  f a r e  o f  some one p e r  c e n t .
A pp lied  t o  t h e  19 ,700  coach  p a s s e n g e r s  c a r r i e d  by U nited  i n  
S ep tem ber,  1961, t h i s  r e p r e s e n t s  197 new p a s s e n g e r s ,  p ro d u c in g  
$ 1 9 ,^0 0  i n  r e v e n u e .  T h is  f a l l s  s h o r t  by a t  l e a s t  $ 1 1 7 ,SOO 
o f  r e c o v e r in g  t h e  rev en u e  l o s t  t o  U nited  i n  th e  month o f  
Septem ber th ro u g h  th e  d i v e r s i o n  o f  r e g u l a r  coach p a s s e n g e r s .
I n  sum m ariz ing  d i v e r s i o n  caused  by t h i s  f a r e  to  th e s e  c a r r i e r s ,  
TWA a d m it te d  c o n s id e r a b le  d i v e r s i o n  b u t  c la im ed  a sm a ll  p r o f i t ,
Am erican e x p e r ie n c e d  a $190 ,000  l o s s  from d i v e r s i o n  d u r in g  Septem ber, 
1961, and U n ited  a l o s s  o f  a t  l e a s t  $117 ,900  f o r  t h e  same month,
T r a f f i c  I n c r e a s e s . T ran s  World A i r l i n e s  e s t im a te d  t h a t  27 p e r  
c e n t  o f  i t s  t r a n s c o n t i n e n t a l  p a s s e n g e r s  were u s in g  th e  excui’s io n  f a r e  
and t h a t  ab o u t o n e - t h i r d  o f  t h e s e  were new p a s s e n g e r s .  T h is  would 
mean a p p ro x im a te ly  a 9 p e r  c e n t  i n c r e a s e  due to  th e  f a r e .  American 
A i r l i n e s  c la im ed  1 , 9 U  new p a s s e n g e r s  r e s u l t i n g  from  th e  f a r e  f o r  
September, I 96I .  The p e r c e n ta g e  t h i s  was o f  t h e i r  t o t a l  t r a n s c o n t i n ­
e n t a l  coach  t r a f f i c  was n o t  g iv e n .  U nited  A i r l i n e s  e s t im a te d  g e n e r a t io n  
o f  new t r a f f i c  a t t r i b u t a b l e  t o  t h e  e x c u r s io n  f a r e  o f  one p e r  c e n t .  T h is  
r e p r e s e n t e d  t o  them 197 new p a s s e n g e r s  d u r in g  Sep tem ber, I 96I .
Long Term V ersus  S h o r t  Term E f f e c t s . T h is  f a r e  became e f f e c t i v e  
Aug-ust 16 , 1961, f o r  T rans  World A i r l i n e s ,  and August 18, 1961, f o r  
A m erican and U nited  A i r l i n e s ,  w i th  an e x p i r a t i o n  d a te  o f  December 19, 
1961 . Trans World A i r l i n e s  p roposed  an  e x te n s io n  o f  th e  t a r i f f  u n t i l  
March l 9 ,  1962, b u t  th e  CAB d id  no t p e rm it  i t s  e x te n s io n ,  and on 
December 13, 1961, th e  f a r e  was s u s p e n d e d ."
l^ S ta te m e n t  o f  U nited  A i r l i n e s ,  l o c „ e rf , ,
17CAB Handbook o f  A i r l i n e  S t a t i s t i c s , op . c i t . , p .  i+87.
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D uring  i t s  s h o r t  p e r io d  o f  u s e ,  d i v e r s i o n  caused  by th e  f a r e  
exceeded  t r a f f i c  g e n e r a te d .  Long te rm  e f f e c t s  were p r e c lu d e d .
I n t r a - I n d u s t r y  P r i c e  C o m p e t i t io n . T rans  World A i r l i n e s  developed
t h e s e  f a r e s  and f i l e d  them w i th  t h e  CAB on August 2 ,  1961. American
A i r l i n e s  and U n ited  A i r l i n e s  fo l lo w e d  w i th  s i m i l a r  f a r e s ,  b u t  f i l e d
t h e i r s  f o r  d e f e n s iv e  r e a s o n s .  These two c a r r i e r s  b e l ie v e d  d i v e r s i o n
from  r e g u l a r  s e r v i c e s  would o c c u r ,  and r e q u e s te d  th e  CAB t o  b lo c k  th e  
1Ap l a n .  The o n ly  o t h e r  t r a n s c o n t i n e n t a l  c a r r i e r ,  N orthw est A i r l i n e s ,
d id  n o t  f i l e  t r a n s c o n t i n e n t a l  e x c u r s io n  f a r e s .  The CAB viewed th e
e x c u r s io n  f a r e  a s  a "p ro m is in g  a t te m p t  t o  s t i m u l a t e  a i r  t r a v e l  a t  a
t im e  when t r a f f i c  grow th had f a l l e n  f a r  behind th e  i n c r e a s e  i n  s e a t in g
19c a p a c i t y  o f f e r e d . "  C o n se q u e n t ly ,  i t  approved  t h e  f a r e .
Thus, w h i le  TWA b e l ie v e d  th e  f a r e  would produce new t r a f f i c ,  
American A i r l i n e s  and U nited  A i r l i n e s  f e l t  o b l ig e d  t o  meet th e  
c o m p e t i t io n  p r e s e n te d .  P r ic e  c o m p e t i t io n  r e s u l t e d  from  th e  f a r e ,  bu t 
was n o t  t h e  r e a s o n  f o r  i t s  i n t r o d u c t i o n .
IV. CHICAGO-LOS ANGELES BUSINESS-ECONOMY FARES
These two c l a s s e s  o f  s e r v i c e  were in t ro d u c e d  t o g e t h e r  by 
C o n t in e n ta l  A i r l i n e s ,  b o th  on th e  same j e t  a i r c r a f t  a lo n g  w i th  f i r s t  
c l a s s  s e r v i c e .  Coach s e r v i c e  was a l s o  a v a i l a b l e ,  b u t on s e p a r a te  
p l a n e s .  A lthough  b o th  s e r v i c e s  were in t ro d u c e d  a s  a p ackage , th e y  were
18R obert B e c k v is t ,  " F i l l i n g  t h e  P l a n e s . "  New York Tim es, 
T r a v e l  S e c t i o n ,  August 6 ,  I 96I ,  p .  7,
1 9 lb id .
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d e s ig n e d  t o  t e s t  d i f f e r e n t  c o n c e p ts ,  and t h e r e f o r e  i t  i s  n e c e s s a r y  to  
examine r e s u l t s  o f  th e  f a r e s  s e p a r a t e l y .
C o n t in e n t a l  c la im ed  th e  b u s in e s s  c l a s s  was t o  t e s t  the  buying  
d e s i r e s  o f  th e  p u b l i c ,  t o  see  i f  t h e r e  was a demand f o r  an in t e r m e d ia t e  
c l a s s  o f  s e r v ic e  be tw een  coach  and f i r s t  c l a s s  by businessm en. The 
economy c l a s s  was c la im ed  by C o n t in e n t a l  t o  be a t e s t  o f  th e  t r a f f i :  
s t i m u l a t i n g  e f f e c t s  o f  a  f a r e  low er th a n  coach .
D iv e r s io n — B u sin ess  C l a s s , D iv e r s io n  caused by th e  b u s in e s s  
f a r e  would be from  f i r s t  c l a s s ,  t h e  o n ly  h ig h e r  c l a s s  o f  s e r v i c e , To 
g e t  an e s t im a te  o f  such  d iv e r s io n ,  i t  i s  n e c e s s a r y  to  compare t h e  f i r s t  
c l a s s  p a s s e n g e r  and rev en u e  f i g u r e s  f o r  a period preced ing  th e  b u s in e s s  
c l a s s  w i th  t h e  combined f i r s t  c l a s s  and b u s in e s s  c l a s s  p a s se n g e r s  and 
re v e n u e s  f o r  a s i m i l a r  p e r io d  a f t e r  th e  b u s in e s s  f a r e s  were in t ro d u c e d .  
Tab le  I I I  g iv e s  a  com parison  o f  f i r s t  c l a s s  p a s s e n g e r s  and rev en u es  in  
t h e  im p o r ta n t  C hicago-L os A ngeles  c i t y  p a i r  m arket f o r  t h e  months o f 
S ep tem b er ,  O c to b e r ,  November, December, 1961, w i th  combined f i r s t  c l a s s  
and b u s in e s s  c l a s s  p a s s e n g e r  and revenues f o r  th e  same f o u r  months in
1 9 6 2 ,
The s t a t i s t i c s  a v a i l a b l e  from Table I I I  show t h a t  f i r s t  c l a s s  
p a s s e n g e r s  c a r r i e d  by C o n t in e n t a l ,  A m erican, and U nited  A i r l i n e s  
d e c re a s e d  from 31 ,783  fo r  th e  f i r s t  period  t o  i l , 5 ? 0  fo r  the  second 
p e r i o d ,  a d e c re a s e  o f  33 per c e n t  However, t h e  combined f i r s t  c l a s s  and 
business  c l a s s  p a s s e n g e r s  I o r  t h e  second o e r io d  was h h ,8 L l  as compared to  
3 1 ,7 8 3  f i r s t  c l a s s  p assen gers  f o r  th e  f i r s t  p e r io d ,  an in c r e a s e  o f 
h2 p e r  c e n t .  Revenues in c r e a s e d  from $ 1 ,2 0 0 ,8 8 1  to  $ 5 \4 8 8 , l8 3 ,  an 
i n c r e a s e  o f  31 p e r  c e n t .  Thus a U2 per c e n t  i n c r e a s e  i n  t r a f f i c  was
R eproduced  with perm ission of the copyright owner. Further reproduction prohibited without perm ission.
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TABLE I I I
COMPARISON OF CHICAGO-ICS ANGELES FIRST CLASS PASSENGERS AND REVENUES, SEPT.-DEC. I 96I  
WITH FIRST CLASS AND BUSINESS CLASS PASSENGERS AND REVENUES FOR SEPT.-DEC, 1962
Sept c“Dec 1 9 6 1 Sept-Dec 1962
Airline
1 s t  Cl. 
P scrs ,
1 s t  C l. 
Revenue
1 s t  Cl.
PSPTS .
1 s t  C l. 
Revenue
Bus. Cl. 
P sg rs .
Bus. Cl. 
Revenue
T o ta l  
Psgrs.
T o ta l
Revenue
CAL 6,170 833,696 3,161 ^27,998 5,35k 621,06k 8,515 l ,0 k 9 ,0 6 2
AAL 1 5 ,6^9 2 ,0 2 0 ,2 2 3 10,68k l , k k 6 , 6 l l 1 3 ,3 2 6 l ,S k 5 ,8 l6 2k, 176 2 ,89? ,k27
UAL 9,?h3 1,316,96': 7 ,675 1 ,0 3 9 ,1 9 1 k,375 5 0 7 , 5 0 0 ]/,5 o o l ,5 k 6 ,6 9 s
TOTAL <1,783 L.200,811 2 1 , 5 0 0 2 ,913 ,803 :'i;'-:'S5 2 ,67k ,380 k k ,8 k l 5 ,k 8 8 , l8 )
TWA 8 ,1 5 7 1 , 0 7 1 ,8 3 1 8,017 1 ,089 ,56k none none 8,uk? 1,089,56k
Source: A ir p o r t “ tO“A irp o r t  Air’l i n e  ' f r a i l 1C and Revenue R eports  f o r J iv a lu a t io n  «;f -1 - L Hu..'.m e ss  and
Economy F a re s .  GAL, AAL, UALj TWA. S e p t . ,  Oct.^  Nov., Dec. 1961 and l'-6c
-3li”
accom panied  by a 31 p e r  c e n t  i n c r e a s e  in  re v e n u e ,  Thxs was a sub ­
s t a n t i a l  t r a f f i c  i n c r e a s e ,  and th e  d i l u t i o n  would n o t  a p p ea r  to  be 
e x c e s s iv e ,
TWA, th e  one a i r l i n e  i n  t h i s  m arket t h a t  d id  n o t  o f f e r  th e  
b u s in e s s  f a r e ,  d id  e x p e r ie n c e  a s l i g h t  d e c l in e  i n  p a s s e n g e r s  and 
r e v e n u e ,  am ounting  t o  a p p ro x im a te ly  one p e r  c e n t .
T r a f f i c  I n c r e a s e — B u sin ess  C l a s s . As s t a t e d  above, t o t a l  f i r s t
c l a s s  and b u s in e s s  c l a s s  t r a f f i c  f o r  t h e  Second p e r io d  was 1|2 p e r  c e n t
g r e a t e r  th a n  f o r  t h e  f i r s t  p e r io d .
S h o r t  Term V ersus Long Term E f f e c t — B u s in ess  F a r e , From the
com parison  g iv e n ,  th e  s h o r t  te rm  e f f e c t  wa: to  i n c r e a s e  n e t  p a s se n g e r s
by I4.2 p e r  c e n t  and n e t  r e v e n u e s  by 31 p e r  _.ent. A long  term  e f f e c t  o f
th e  b u s in e s s  f a r e  in  t h i s  m arket was n o t  a l lo w e d .  C o n t in e n ta l  r e q u e s te d
a u t h o r i t y  t o  d i s c o n t in u e  i t s  b u s in e s s  c l a s s  s e r v i c e  and c a r r y  coacn
p a s s e n g e r s  i n  t h e  th e n  e x i s t i n g  b u s in e s s  c l a s s  com partm ent. The CAB
20g ra n te d  t h i s  a u t h o r i t y  t o  C o n t in e n t a l  on J a n u a ry  21, 196L. American 
A i r l i n e s  and U nited  A i r l i n e s  a l s o  d i s c o n t in u e d  th e  b u s in e s s  f a r e  a t  
t h i s  t im e .  T rans  World A i r l i n e s  had n o t  o f f e r e d  th e  b u s in e s s  c l a s s  
s e r v i c e .  T h is  " t e s t  o f  t h e  b uy ing  d e s i r e s  o f  th e  p u b l ic "  ended a f t e r  
b e in g  used  i n  t h i s  m arke t ap p ro x im a te ly  s e v e n te e n  months.
T r a f f i c  I n c r e a s e s - - Econ-jmy F a r e , To d e te rm in e  t r a f f i c  in c r e a s e s  
r e s u l t i n g  from  th e  economy f a r e  i t  i s  n e c e s s a ry  to  compare coach t r a f f i c
2 0 B u s in ess  and Economy F a re s  Case, CAB Ord e r  t o  E l im in a te  B u s in ess  
C la s s  S e r v ic e ,  E-20381, Docket l _ 9 3 9 ,"TWa5hingt-on« B .C .,  C i v i l
A e r o n a u t ic s  Board, J a n .  21 , 1 9 6 ^ ) ,  p. 5„
R eproduced  with perm ission of the copyright owner. Further reproduction prohibited without perm ission.
d u r in g  a  p e r io d  b e f o re  th e  economy f a r e s  were in t ro d u c e d j  w i th  combined 
co ach  and economy t r a f f i c  d u r in g  a s i m i l a r  period  a f t e r  th e  f a r e s  were 
i n  u s e .  T ab le  IV p r e s e n t s  a com parison  o f  coach p a s se n g e r s  and 
re v e n u e s  i n  t h e  C hicago-L os A ngeles  c i t y  pa ir  m arket f o r  th e  months o f 
S ep tem ber ,  O c to b e r ,  November, and December, 15*61, b e fo re  th e  economy 
f a r e s  were u s e d ,  w i th  t h e  same f o u r  month p e r io d  i n  1962, a p e r io d  
f o l lo w in g  th e  i n t r o d u c t i o n  of economy f a r e s .
The f i g u r e s  i n  T ab le  IV show t h a t  t h e  combined coach and 
economy t r a f f i c  i n  t h i s  m arket was 31 p e r  c e n t  g r e a t e r  d u r in g  th e  
l a s t  f o u r  months o f  1962 th a n  coach  t r a f f i c  f o r  th e  same p e r io d  in  
1961c Combined coach  and economy re v e n u e s  were 16 p e r  c e n t  g r e a t e r  
d u r in g  t h e  second p e r io d  th a n  coach  rev e n u e s  d u r in g  th e  f i r s t  p e r io d .  
C o n t i n e n t a l  A i r l i n e s ,  th e  o r i g i n a t o r  o f  t h e  f a r e ,  had a t r a f f i c  
i n c r e a s e  o f  506 p e r  c e n t ,  b u t  a revenue  d e c re a s e  o f  16 p e r  c e n t .  
Am erican A i r l i n e s ,  Trans World A i r l i n e s  and U nited  A i r l i n e s ,  tn e  
t r a n s c o n t i n e n t a l  c a r r i e r s ,  e x p e r ie n c e d  an a v e rag e  t r a f f i :  in c r e a s e  of 
36 p e r  c e n t  and a n  a v e ra g e  revenue  in c r e a s e  o f  23 p e r  c e n t .  Coach 
t r a f f i c  a lone, how ever, d e c re a s e d  by 60 p e r  c e n t  d u r in g  t h e  second 
p e r io d  a s  compared t o  t h e  f i r s t .
On th e  b a s i s  o f  i n f l i e h t  su rv ey s  conducted  by th e  c a r r i e r s  
p a r t i c i p a t i n g  i n  t h e  economy f a r e  e x p e r im e n t ,  11 ,6  p e r  c e n t  o f  th e  
economy t r a f f i c  would n o t  have t r a v e l l e d  i n  th e  absence  o f th e  econorrgr 
f a r e , ^ ^  These c a r r i e r s  a l s o  employed th e  s e r v i c e  o f  two in d ep en d en t
^ ^ B u s in e ss  and Economy F a re s  C ase , I n i t i a l  D e c is io n  o f  H erb e r t  
Ko B ryan , H earing  Exam iner, Docket 13939, (W ashington, D.Co, C i v i l  
A e r o n a u t ic s  Board, Dec, 10, 196I1.) ,  pp, 11 -15 .
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TABLE IV
COMPARISON OF CHICAGO-LCS ANGELES COACH CLASS PASSENGERS AND REVENUES, SEPT.-DEC, 1961 
WITH COACH AiMD ECONOMY CLASS PASSENGERS AND REVENUES FOR SEPT.-DEC» 1962
S e p t . -Dec. 1 9 6 1 Sept c-Dec. 1962
A ir l i n e
Coach 
P s g r s .
Coach
Revenue
Coach 
P s g r s ,
Coach
Revenue
Econ.
P s g r s .
Econ.
Revenue
T o ta l
Coach-Ecor
P s g r s .
T o ta l
Coach-
Econ
Revenue
% 
I n c . 
P sg rs ,
%
In c .
Rev.
CAL 2 2 , ; l6 2 ,383 ,223 2 ,491 298,499 2 1 ,1 1 2 1 , 7 9 4 ,9 2 0 23,963 2 , 0 9 2 ,9 7 9 9 ,6 -16
AAL Lbq0 6 3 li ,6 u6 ,Uijl 1 ,495 193,426 97 ,849 4 ,8 8 6 ,9 6 9 98 ,944 9 , 0 3 9 ,9 9 1 34 9
TWA 33:719 3,l8L ,997 30,961 3 ,2 4 2 ,9 9 9 1 9 ,6 9 0 1. ,6 7 3 ,3 8 0 90,691 4 , 9 1 6 ,3 3 9 9 0 46
UAL 37,026 3 ,919 ,969 19,901 2 ,1 0 4 ,8 8 7 26,948 2 ,2 9 6 ,9 6 0 46,909 4 ,3 6 1 ,4 4 7 29 l i
T o ta l 1.'.7,190 lL J 3 0 ,9 8 ü 94,828 9 ,799 ,727 124,839 1 0 , 6 1 1 ,0 2 9 1 7 9 ,6 6 7 1 6 , 3 7 0 ,7 9 2 31 16
I
oÏ
Sources A i r p o r t “t o - A l r p o r t  A i r l i ne T r a f f i c  and Revenue R eports  f o r  E v a lu a t io n  o f  J e t  B usiness  and 
Economy FareSc, CAL, AAL, UAL, TWA, S e p t , ,  O c t . ,  Nov., Dec. 1961 and 1962.
“37-
m a rk e t in g  r e s e a r c h  f i rm s  t o  e s t i m a t e  th e  e x t e n t  o f  t r a f f i c  s t i m u l â t ion^ 
On t h e  b a s i s  of s t u d i e s  conducted  by such f i r m s ,  t h e  economy f a r e s  
s t im u la t e d  t r a f f i c  i n  t h e  l o c a l  Chicago-Los A ngeles  m arket by 10 p e r  
c e n t  a c c o rd in g  t o  one e s t im a te  and by 6 t o  l it  p e r  c e n t  a c c o rd in g  t o  th e  
o t h e r .
D iv e r s io n -—Economy C l a s s . As shown i n  Table  IV, t h e r e  a p p ea rs  
to  have been  c o n s id e r a b le  d i v e r s i o n  from  coach to  economy c l a s s .
Coach t r a f f i c  a lo n e  d e c re a se d  by 60 p e r  c e n t  d u r in g  th e  second p e r io d  
a s  compared t o  t h e  f i r s t .  C o n t in e n t a l  A i r l i n e s  e x p e r ie n c e d  a S»6 p e r  
c e n t  i n c r e a s e  i n  combined t r a f f i c ,  b u t  had a l6  p e r  c e n t  d e c re a se  i n  
r e v e n u e s .
The CAB, i n  i t s  s tu d y  o f t h e  f a r e ,  e s t im a te d  t h a t  w i th o u t
c o n s i d e r a t i o n  f o r  norm al growth o f  t r a f f i c ,  o r  th e  s t i m u l a t i n g  e f f e c t s
on t r a f f i c  o f  t h e  economy f a r e .  C o n t in e n t a l  A i r l i n e s  rev en u es  d u r in g
t h e  e i g h t  months ended A p r i l  30 , 196k, were #695,000 below th e  l e v e l  of
r e v e n u e s  i t  would have e x p e r ie n c e d  i f  t h e  economy t r a f f i c  had been
2 1c a r r i e d  a t  coach  f a r e s .
The o t h e r  t h r e e  c a r r i e r s  i n  t h i s  m ark e t ,  American, Trans W orld, 
and U n i te d ,  a p p e a r  t o  have f a r e d  b e t t e r  th a n  C o n t in e n ta l .  T h e ir  combined 
c o ach  and economy t r a f f i c  f o r  t h e  second p e r io d  was 36 p e r  c e n t  g r e a t e r  
th a n  t h e i r  coach  t r a f f i c  a lo n e  f o r  th e  f i r s t  p e r io d ,  and t h e i r  combined 
coach  and economy rev en u e  was 23 p e r  c e n t  g r e a t e r  f o r  th e  second p e r io d  
t h a n  coach  rev e n u e  a lo n e  f o r  th e  f i r s t .  These c a r r i e r s  co n ten d ed ,
“I b i d ,
2 ^ I b i d . ,  p .  13,
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how ever, t h a t  t h e  i n c r e a s e s  were n o t  due to  new t r a f f i c  g e n e ra te d ,  
b u t  i n s t e a d  r e s u l t e d  p r i m a r i l y  from  t r a n s c o n t i n e n t a l  coach and f i r s t  
c l a s s  t r a f f i c  t h a t  was d i v e r t e d  t o  economy s e r v i c e  betw een Chicago 
and Los A ngeles  t o  ta k e  ad v an tag e  o f  th e  low er f a r e .
There  i s  e v id e n c e  t o  s u p p o r t  t h i s  c o n te n t io n s  The CAB i n  i t s  
s tu d y  o f  th e  b u s in ess -eco n o m y  f a r e s  s t a t e d :  "D uring t h e  f i r s t  t h r e e
q u a r t e r s  o f  1962, t r a f f i c  t r a n s f e r r i n g  a t  Chicago from  f i r s t  c l a s s  to  
coach  ave rag ed  20,0U0 p a s s e n g e r s  p e r  q u a r te r»  D uring  th e  e n su in g  s i x  
q u a r t e r s ,  w hich  were a f t e r  th e  i n a u g u r a t io n  o f  b u s in e s s  and economy 
f a r e s ,  such  t r a f f i c  av e rag ed  2 8 ,3 0 7 ,  o r  an in c r e a s e  o f  LO p e r  cent»  
T h is  does no t in c lu d e  p a s s e n g e r s  t r a n s f e r r i n g  from  coach o r  b u s in e s s  
c l a s s  t o  economy c l a s s »  Such r e c o rd s  a r e  n o t  r e q u i r e d  by th e  CAB,
T h e re fo re  t o t a l  d i v e r t e d  t r a f f i c  was much g r e a t e r .
The CAB e s t im a te d  t h a t  p a s s e n g e r s  t r a n s f e r r i n g  a t  Chicago t o
low er f a r e  s e r v i c e  r e p r e s e n t e d  betw een 31 .6  and 33 .2  p e r  c e n t  o f  th e
t o t a l  C hicago-Los A ngeles  t r a f f i c  i n  each  q u a r t e r  e x c e p t  th e  t h i r d
q u a r t e r  o f  1962 and th e  f i r s t  q u a r t e r  o f  1961;, when th e  p e rc e n ta g e  o f
26
t r a n s f e r  p a s s e n g e r s  f e l l  below th e  norm al r a n g e .
S h o r t  Term V ersus  Long Term E f f e c t s -—Economy F a r e s . The s h o r t
te rm  e f f e c t s  o f  t h e  a d d i t i o n  o f  t h e  economy f a r e s  to  th e  a i r l i n e  f a r e  
s t r u c t u r e  were a m odera te  i n c r e a s e  in  t o t a l  t r a f f i c  c a r r i e d  and a 
c o n s id e r a b l e  d i v e r s i o n  from  h ig h e r  c l a s s e s  o f  t r a f f i c ,  r e s u l t i n g  i n  a 
l o s s  o f  rev en u e  t o  t h e  a i r l i n e s  u s in g  t h e  f a r e s .
2h
26
Ib id ,
I b i d . ,  p .  l6 ,
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The lo n g  te rm  e f f e c t s  o f  th e  economy f a r e s  a r e  n o t  y e t  e v id e n t .  
The f a r e s  w ere in t ro d u c e d  i n  A u g u s t ,  1961, b u t  have n o t  y e t  been 
f i n a l l y  approved by t h e  CAB. An i n i t i a l  h e a r in g  co n c e rn in g  th e  f a r e s ,  
co n d u c ted  i n  December, 196U, found them n o t  t o  be u n l a w f u l . A l t h o u g h  
th e  economy c l a s s  now a c c o u n ts  f o r  a l a r g e  p a r t  o f  t h e  Chicago-Los 
A ngeles  t r a f f i c ,  i t  h as  n o t  sp re a d  to  o t h e r  m ajor m a rk e ts ,
I n t  r a - I n d u s  t r y  P r i c e  C o m p e t i t io n . P r i c e  c o m p e t i t io n  was 
u n d o u b te d ly  an  im p o r ta n t  r e a s o n  f o r  C o n t in e n ta le s  i n t r o d u c t i o n  o f  
economy f a r e s »  C o n t in e n ta l  hoped t o  g a in  a l a r g e r  sh a re  o f  th e  
C hicago-L os A ngeles  m arket by p ic k in g  up t r a n s c o n t i n e n t a l  t r a f f i c  
d i v e r t e d  a t  C h icago ,
I n  t h i s  e f f o r t  t h e y  were n o t  s u c c e s s f u l .  A lthough  t h e r e  was 
t r a f f i c  d i v e r s i o n  a t  th e  Chicago gatew ay , most o f  i t  remained w i th  th e  
th ro u g h  c a r r i e r s  who a l s o  f i l e d  c o m p e t i t iv e  economy f a r e s .  C o n t in e n ta l ,  
r e a l i z i n g  t h i s  l a c k  o f  s u c c e s s ,  i n  May, I 96I4., p roposed  an I n c re a s e  o f  
economy f a r e s  be tw een  Chicago and Los A ngeles o f  $ 5 .0 0  and p r o p o r t i o n ­
a t e  i n c r e a s e s  betw een o t h e r  c i t i e s  i n  t h i s  m ark e t .  These f a r e  i n c r e a s e s  
w ere  suspended a t  t h a t  t im e  by t h e  CAB, b u t  became e f f e c t i v e  November 20,
27
I 96U, a f t e r  th e  e x p i r a t i o n  o f  a n  180 day su sp e n s io n  p e r io d .
VI, SINGLE CLASS FARE
D iv e r s io n — S in g le  C l a s s . No f i g u r e s  a r e  a v a i l a b l e  t h a t  r e v e a l  
d i v e r s i o n  from  f i r s t  c l a s s  caused  by s i n g l e - c l a s s .  However, such
26 i b i d . ,  p .  2 7 .
^ ^ I b i d . ,  p .  1.
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d i v e r s i o n  does n o t  a p p e a r  t o  be s i g n i f i c a n t . One o f t h e  r e a so n s
U n ite d  gave f o r  c u r t a i l i n g  s i n g l e - c l a s s  s e r v i c e  was r e v e r s e  d i v e r s i o n ,
t h a t  i s  from  s i n g l e - c l a s s  t o  f i r s t  c l a s s  w hich was from  a low er t o  a
h ig h e r  c l a s s  o f  s e r v i c e .  T h is  d i v e r s i o n  r e s u l t e d  from  r e d u c t io n s  i n
28c e r t a i n  lo n g  h a u l  f i r s t  c l a s s  f a r e s  i n i t i a t e d  by  American A i r l i n e s .  
Because o f  t h e  r e l a t i v e l y  s m a l l  p r i c e  d i f f e r e n t i a l  rem a in in g  betw een 
s i n g l e  c l a s s  and f i r s t  c l a s s ,  a  c o n s id e r a b le  number o f  p a s se n g e rs  
upgraded from  s i n g l e  c l a s s  t o  f i r s t  c l a s s .
T r a f f i c — S in g le  C l a s s . Revenue p a s s e n g e r  m ile s  o f  t r a f f i c  
c a r r i e d  i n  o n e - c l a s s  s e r v i c e  was n o t  a v a i l a b l e  from  U nited  A i r l i n e s .  
A p p ro x im a te ly  2 ,3 0 0 ,0 0 0  p a s s e n g e r s  used th e  s e r v i c e  d u r in g  t h e  p e r io d
29
i t  was o f f e r e d  i n  m ajo r  m a r k e ts .
S h o r t  Term Versus Long Term E f f e c t s . O n e -c la s s  S e rv ic e  was
w ith d raw n  by U n ited  from  a l l  l a r g e  m ark e ts  in  J u ly ,  196U, a f t e r
a p p ro x im a te ly  s i x t e e n  months u s e .  I t  was c o n t in u e d  i n  a few s h o r t  and
medium ra n g e  m a rk e ts .
R egard ing  r e s u l t s  o f  t h i s  s e r v i c e ,  U nited  A i r l i n e s  a d v ise d  t h e
p r im a ry  p u rp o se  o f  t h e  f a r e  had n o t  b een  t o  s e c u re  a t r a f f i c  g a in ,  bu t
r a t h e r  t o  s im p l i f y  th e  f a r e  s t r u c t u r e  and t o  s e c u re  some c o s t  s a v in g s .
F a i l u r e  o f  t h e  i n d u s t r y  t o  ad o p t  th e  f a r e  made i t  im p o ss ib le  to  d e te rm in e
31w h e th e r  o r  n o t  o n e - c l a s s  s e r v i c e  had t h i s  c a p a b i l i ty . - ^  Less t h a n
28ii»united V en tu res  a j - C l a s s  S e r v ic e , "  A ir  T r a v e l , (Chicago: 
Reuben H„ D o n n e lley  C o r p . ,  A ugust,  196&), p .
^^ Ib id . ,  p.
^ ^ Ib id o ,  p .  UU.
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in d  US t r y  w ide a c c e p ta n c e  o f  o n e - c l a s s  p re v e n te d  f a r e  s t r u c t u r e  
s i m p l i f i c a t i o n ,  and l i m i t e d  p a s s e n g e r  use  r e s t r i c t e d  any  c o s t  s a v in g  
b e n e f i t s  i n t r i n s i c  t o  t h i s  c l a s s .  U nited  f e l t  t h e  s e r v i c e  had , d u r in g  
i t s  s h o r t  p e r io d  o f  u s e ,  p roduced  d i r e c t  economic b e n e f i t s  t o  th e  
c u s to m e rs  u s in g  i t ,  and a l s o  i t s  s id e  e f f e c t s  had b e n e f i t e d  th e  a i r  
t r a v e l i n g  p u b l i c  i n  g e n e r a l .  The d i r e c t  economic b e n e f i t s  r e f e r r e d  to  
w ere  some c o s t  s a v in g s  t o  t h e  a i r l i n e  o c c a s io n e d  by th e  use  o f  one- 
c l a s s  s e r v i c e  and p re su m a b ly  p a ssed  on t o  th e  p a s se n g e r s  u s in g  th e  
s e r v i c e .  The s id e  e f f e c t s  b e n e f i t i n g  t h e  a i r  t r a v e l i n g  p u b l i c  w ere th e  
r e d u c t i o n s  i n  c e r t a i n  f i r s t  c l a s s  f a r e s  and t h e  h ig h e r  q u a l i t y  s e r v i c e s  
o f f e r e d  i n  coach s e c t i o n s  by U nited  A i r l i n e s '  c o m p e t i to r s .
U nited  changed t h e  c o n f i g u r a t i o n  o f  i t s  one c l a s s  p la n e s  to  
t h r e e  c l a s ,  d e s ig n a te d  a s  Red, W h ite ,  and B lue. These c o n s i s t e d  o f  
f i r s t  c l a s s ,  s ta n d a rd  c l a s s ,  e q u i v a l e n t  t o  s i n g l e  c l a s s ,  and co ach .  
U n i t e d 's  r e a s o n  f o r  p r e s e n t i n g  t h r e e  c l a s s  s e r v i c e  was to  g ive  th e  
a i r  t r a v e l e r  w hat he w anted i n  t h e  way o f  s e r v i c e .  T h is  was a con­
s i d e r a b l e  m o d i f i c a t i o n  o f  t h e  o r i g i n a l  e x p e r im e n t .
^^R.W. B a i l e y ,  S t a f f  E conom is t ,  U nited  A i r l i n e s ,  P e r s o n a l  l e t t e r ,  
March 3 ,  19&^.
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CHAPTER IV
s u m  ART AND CONCLUSIONS
D iv e r s io n  and T r a f f i c  G e n e r a t i o n . A l l  f a r e  r e d u c t io n s  cause  
rev en u e  d i v e r s i o n  f rom  h ig h e r  p r ic e d  s e r v i c e s .  The s i g n i f i c a n t  
c o n s i d e r a t i o n  i s  w h e th e r  o r  n o t  new rev en u e  g e n e r a t i o n  o f f s e t s  d i v e r s i o n  
t o  t h e  e x t e n t  n e c e s s a r y  f o r  th e  a i r l i n e s  to  r e a l i z e  a p r o f i t ,  e i t h e r  on 
a s h o r t  te rm  o r  lo n g  te rm  b a s i s .
Of t h e  f a r e  d i s c o u n t s  exam ined , n o t  many met t h i s  q u a l i f i c a t i o n . 
The y o u th  f a r e  d i s c o u n t  and th e  t r a n s c o n t i n e n t a l  e x c u r s io n  f a r e  b o th  
caused  e x c e s s iv e  d i v e r s i o n  as  compared t o  rev en u e  g e n e r a t i o n .  T r a f f i c  
g e n e r a t i o n  r e s u l t i n g  from  th e  f a m i ly - p l a n  d i s c o u n t  i n  r e c e n t  y e a r s  has 
n o t  been s i g n i f i c a n t  e x c e p t  f o r  a te m p o ra ry  s p u r t  i n  1963. O r i g i n a l l y  
t h i s  d i s c o u n t  d i d ,  a c c o r d in g  t o  t h e  CAB, g e n e r a te  c o n s id e r a b le  new 
re v e n u e .  However, t h e  growth o f  coach  t r a f f i c  has narrowed th e  o r i g i n a l  
f a m i ly  p la n  m a rk e t .  The m i l i t a r y  s ta n d - b y  f a r e  i s  th e  o n ly  d is c o u n te d  
f a r e  t h a t  may be d e v e lo p in g  new re v e n u e s  w i th o u t  c a u s in g  e x c e s s iv e  
d i v e r s i o n .  T r a f f i c  and revenue  f i g u r e s  f o r  t h i s  f a r e  d i s c o u n t  a r e  no t 
p r e s e n t l y  a v a i l a b l e .
I n  r e g a rd  t o  new c l a s s  o f  s e r v i c e  o f f e r e d ,  r e s u l t s  from a 
rev e n u e  s ta n d p o i n t  a l s o  have n o t  been s a l u t a r y .  The i n t r o d u c t i o n  o f  
t h e  C hicago-L os A ngeles  b u s in e s s  f a r e  was fo llow ed  by a 31 p e r  c e n t  
i n c r e a s e  i n  t o t a l  f i r s t  c l a s s  and b u s in e s s  c l a s s  rev en u es  d u r in g  th e  
l a s t  f o u r  months o f  1962 compared to  t h e  same p e r io d  in  1961. However, 
d u r in g  t h i s  p e r io d  f i r s t  c l a s s  t r a f f i c  d e c re a se d  by 33 p e r  c e n t .
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C o n t i n e n t a l  c o n s id e re d  t h i s  d i v e r s i o n  from  f i r s t  c l a s s  to  be e x c e s s iv e ;  
t h e r e f o r e  i t  r e q u e s te d  and was g r a n te d  a u t h o r i t y  to  d i s c o n t in u e  th e  
b u s in e s s  f a r e .
The C hicago-Los A ngeles  economy fa r e ,  in t ro d u c e d  a t  t h e  same 
t im e ,  was fo l lo w e d  by a 31 p e r  c e n t  i n c r e a s e  i n  t o t a l  coach and 
economy t r a f f i c  and a l6  p e r  c e n t  i n c r e a s e  i n  revenues. T his  was a 
p o o r e r  s h o r t  te rm  showing th a n  t h a t  made by t h e  b u s in e s s  f a r e .  A lthough 
C o n t in e n ta l  d id  n o t  r e q u e s t  a u t h o r i t y  t o  d i s c o n t in u e  t h e  economy f a r e ,  
i t  d id  o b t a i n  a u t h o r i z a t i o n  from  th e  CAB t o  in c r e a s e  t h e  f a r e  by $$ .00  
betw een Chicago and Los A n g e le s .  T h is  was t o  stem d i v e r s i o n  from coach. 
I t  would a p p e a r  t h a t  C o n t i n e n t a l  m ight have p r o f i t e d  more by k eep in g  
th e  b u s in e s s  f a r e  and d ro p p in g  th e  economy f a r e .
The t h i r d  new c l a s s  o f  s e r v i c e  in t ro d u c e d  d u r in g  t h i s  p e r io d  
was s i n g l e - c l a s s ,  used  by U nited  A i r l i n e s  o n ly .  T h is  c l a s s  was 
d e s ig n e d  t o  s i m p l i f y  t h e  a i r l i n e  f a r e  s t r u c t u r e  and to  e f f e c t  a c o s t  
s a v in g .  Because o f  s t r o n g  c o m p e t i t io n  p ro v id e d  a g a i n s t  i t  and th e  
f a i l u r e  o f  o t h e r  a i r l i n e s  t o  a d o p t  t h e  f a r e .  U nited  has w ithdraw n i t  
f rom  most m a rk e ts  i n  w hich  i t  was o f f e r e d .
The f a m i ly  p l a n  i s  t h e  o n ly  f a r e  d i s c o u n t  t h a t  has been used 
f o r  t h i s  e n t i r e  p e r i o d .  T h is  f a r e  has been used p r i n c i p a l l y  i n  r e c e n t  
y e a r s  a s  a means o f  a d j u s t i n g  t r a f f i c  betw een c l a s s e s  of s e rv ic e  and 
d ays  o f  t h e  week, A r e c e n t  change i n  r e g u l a t i o n s  c o n ce rn in g  t h i s  f a r e ,  
w h ich  e x te n d  a p p l i c a b i l i t y  o f  t h e  d i s c o u n t  t o  coach as  w e l l  as  f i r s t  
c l a s s ,  sh o u ld  r e d i r e c t  i t  tow ards  i t s  o r i g i n a l  p u rp o se ,  which was to  
d e v e lo p  t r a f f i c .
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r e s p o n s i b l e  f o r  many c a r r i e r s  a d o p t in g  a f a r e  d i s c o u n t  o r  new c l a s s  o f  
s e r v i c e  a f t e r  i t  was in t r o d u c e d .  In  most c a s e s ,  how ever, t h e  d i s c o u n t s  
and new c l a s s e s  o f  s e r v i c e  were i n i t i a t e d  t o  t e s t  a c o n c e p t ,  o f t e n  a t  a 
t im e  o f  c a r r i e r  f i n a n c i a l  d i f f i c u l t y .  One e x c e p t io n  was t h e  i n t r o d u c t i o n  
o f  t h e  economy f a r e .  A lthough  C o n t i n e n t a l  c la im ed  i t  t o  be a t e s t  o f  th e  
g e n e r a t iv e  e f f e c t s  o f  a low er  f a r e ,  i t  a l s o  had a c o m p e t i t iv e  r e a s o n  f o r  
f i l i n g  t h e  f a r e .  C o n t in e n ta l  hoped t o  i n c r e a s e  i t s  s h a re  o f th e  Chicago- 
Los A ngeles  m arket by d i v e r t i n g  t r a f f i c  a t  C h icago , A f te r  a d i s c o u n t  o r  
lo w er  f a r e  i s  in t ro d u c e d  i n t o  a m a rk e t ,  i n t r a - i n d u s t r y  c o m p e t i t io n  p r e ­
v e n t s  w i th d ra w a l  u n l e s s  t h e r e  i s  unanimous c a r r i e r  agreem ent t o  such  
w i th d ra w a l ,  o r  u n l e s s  t h e  CAB r u l e s  a g a i n s t  i t  i n  th e  i n t e r e s t  o f  t h e  
i n d u s t r y .
There a p p e a r  t o  be two r e q u i s i t e s  n e c e s s a r y  f o r  a f a r e  d i s c o u n t  
t o  be s u c c e s s f u l .  One i s  i t  must have an e a s i l y  i d e n t i f i a b l e  m ark e t ,  
t h e  o t h e r  i s  t h a t  i t  must a p p ly  t o  a group t h a t  would n o t  t r a v e l  w i th o u t  
t h e  d i s c o u n t .  The m i l i t a r y  s ta n d - b y  d i s c o u n t  c la im s  b o th .  These 
p a s s e n g e r s  can  be e a s i l y  i d e n t i f i e d  b ecau se  o f  th e  u n ifo rm s  and t h e i r  
o r d e r s ,  and many o f  them  would n o t  t r a v e l  by a i r  w i th o u t  th e  s u b s t a n t i a l  
d i s c o u n t .  The y o u th  f a r e  f a i l e d  b e c a u se  i t  lacked  th e  f i r s t  and because  
young p e o p le  i n  s i g n i f i c a n t  numbers d id  n o t  t r a v e l  by a i r  even  w i th  th e  
d i s c o u n t .  The t r a n s c o n t i n e n t a l  e x c u r s i o n  f a r e  lack ed  t h e  second 
r e q u i s i t e .  The p e o p le  t h a t  u sed  t h i s  f a r e  w ere p r i m a r i l y  p a s s e n g e r s  who 
would have t r a v e l e d  by coach r e g a r d l e s s  o f  the d i s c o u n t .  By in c r e a s i n g  
t h e  s to p - o v e r  t im e a t  t h e i r  d e s t i n a t i o n s ,  t h e y  were a b le  to  t a k e  
a d v a n ta g e  o f  t h e  e x c u r s io n  f a r e .  The economy c l a s s ,  in t ro d u c e d  i n  1962, 
s t i l l  has  n o t  been f i n a l l y  approved  by th e  CAB. I t  i s  a l r e a d y
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a c c o n n ta b le  f o r  a l a r g e  p a r t  o f  t h e  t r a f f i c  betw een  Chicago and Los 
A n g e le s ,  and i f  a p p ro v ed ,  may sp read  to  o t h e r  m ajo r  m a rk e ts .  The t h r e e  
c l a s s  c o n c e p t ,  how ever, has  sp re a d  t o  o t h e r  m arke ts  w i th  t h e  r e c e n t  
i n t r o d u c t i o n  o f  U n ited  A i r l in e s *  Red, W h ite ,  and Blue s e r v i c e ,  c o r r e s ­
p ond in g  t o  f i r s t  c l a s s ,  s t a n d a r d ,  and co ach .
I t  would seem t h a t  a t  t im e s  th e  a i r l i n e s  have d i s c o n t in u e d  c e r t a i n  
f a r e  e x p e r im e n ts  b e fo re  a l lo w in g  t h e  e x p e r im e n ts  s u f f i c i e n t  t im e  t o  
a c h ie v e  t h e i r  p o t e n t i a l i t i e s .  The i n d u s t r y  h a s ,  on o c c a s io n ,  i n d i c a t e d  
an o p in io n  t h a t  i f  a new f a r e  does n o t  p roduce  s a t i s f a c t o r i l y  d u r in g  
a s h o r t  p e r i o d ,  t h e r e  i s  no a s s u r a n c e  t h a t  i t  w i l l  do b e t t e r  o v e r  a 
lo n g e r  p e r i o d ,  and i t  i s  sum m arily  d ro p p ed .  A b e t t e r  method m ight be 
t o  d e c id e  b e f o r e  f i l i n g  an e x p e r im e n ta l  f a r e  how much tim e  would be 
r e q u i r e d  t o  a d e q u a te ly  t e s t  i t ,  and th e n  t o  s t a y  w i th  t h e  f a r e  f o r  a t  
l e a s t  t h a t  l e n g th  o f  t im e .  U ndoub ted ly , a c o n s id e r a b l e  p e r io d  o f  tim e 
i s  r e q u i r e d  t o  d e te rm in e  w h e th e r  o r  n o t a new low er c l a s s  o f  s e r v i c e  i s  
e c o n o m ic a l ly  j u s t i f i a b l e .  I t  i s  a l s o  p o s s i b l e  t h a t  by use  o f  a  more 
f l e x i b l e  a p p ro a c h ,  r e g u l a t i o n s  concern ing; f a r e  d i s c o u n t s  cou ld  be 
a d ju s t e d  i n  such a way a s  t o  s t r e n g t h e n  th e  weak p o i n t s  o f  th e  d i s c o u n t ,  
and th u s  o b t a i n  t h e  d e s i r e d  r e s u l t s .  T h is  aop ro ach  has been used w i th  
t h e  f a m i ly  p l a n .  F i n a l l y ,  th e  a i r l i n e s  have n o t s p e n t  much e f f o r t  
a n a ly z in g  r e s u l t s  o f  t h e i r  f a r e  c h an g es .  The l a r g e r  t r u n k s  have co n ­
d u c te d  some r e s e a r c h  co n c e rn in g  f a r e  e f f e c t s ,  th e  s m a l l e r  t r u n k s  v e ry  
l i t t l e .  Some o f  th e  r e s e a r c h  done by th e  l a r g e r  c a r r i e r s  a p p e a rs  
d e s ig n e d  more t o  b o l s t e r  a p re -d e te rm in e d  p o s i t i o n  th a n  t o  o b t a in
o b j e c t i v e  in f o r m a t io n .
In  any  c a s e ,  from a c a r r i e r  rev en u e  s t a n d p o i n t ,  few f a r e  d i s c o u n ts
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and new c l a s s e s  o f  s e r v i c e  used d u r in g  t h i s  p e r io d  have been s u c c e s s f u l .  
Some have been  s h o r t  l i v e d  and th e  f u t u r e  o f o th e r s  s t i l l  u n c e r t a i n .  
However, c o n d i t i o n s  w i t h i n  t h e  i n d u s t r y  change c o n t in u a l ly »  S h i f t s  
i n  c o m p e t i t iv e  b a la n c e  among t h e  c a r r i e r s ,  g e n e r a l  economic c o n d i t i o n s ,  
r a t e  o f  i n c r e a s e  i n  a i r l i n e  t r a v e l ,  c a p a c i t y  o f a ir c r a f t ,  a l l  a f f e c t  
p r i c i n g .  W hether o r  n o t  f a r e  d iscou n ts or new c l a s s e s  o f  s e r v i c e  w i l l  
d e v e lo p  s i g n i f i c a n t  new re v e n u e s  can  be d e te rm in e d  o n ly  by  a c t u a l  
t e s t i n g .  T h e re f o re ,  i n  v iew  o f  chan g in g  c o n d i t i o n s ,  and t h e  need t o  
check r e s u l t s  by t e s t i n g ,  t h e  a i r l i n e s  must c o n t in u e  t o  p r e s e n t  p r i c i n g  
e x p e r im e n ts  t h a t  o f f e r  p rom ise  o f  i n c r e a s i n g  t h e i r  r e v e n u e s .  They 
s h o u ld ,  how ever, a n a ly z e  more th o ro u g h ly  th a n  th e y  have p r e v i o u s l y  
th e  r e s u l t s  o f  such  e x p e r im e n ts .
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